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Abstract

An analysis of the MHS Strategy formulation process utilizing
the Balanced Scorecard framework identifies gaps between the
theoretical model and the actual steps taken. Successful
implementationvof the strategic plan is not a given. Many
factors will influence the ultimate success or failure of senior
leadership’s current strategic management efforts. The Balanced
Scorecard provides a framework to balance financial objectives
with other equally important perspectives, overcoming the
inherent overemphasis on performance measurement governing the
federal sector. While the Balanced Scorecard approach provides
a valid theoretical construct for strategic planning, political,
financial, legal, and organizational relationships significantly
impact effective implementation. Contihued development of the
strategic management process is necessary to refine and
institutionalize change. Unlike previous strategic planning
atteﬁpts, the current Balanced Scorecard must be a living tool-
adaptable and capable of aligning the MHS into a strategy-
focused organization. This study identifies key issues that must
be addressed during the communications and institutionalization

processes and recommends options to reduce the gaps between the

theoretical construct and the current application.
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A Graduate Management Project Proposal for
Developing the Military Health System Balanced Scorecard:

The Strategic Planning Process

Introduction

The United States military health system (MHS) is one of
the most complex health care organizations to be found anywhere
in the world. The MHS serves 8.65 million beneficiaries,
employs 91,908 military medical personnel, and 39,157 civilian
employees at an annual cost of over $21.8 billion in Defense
Health Program appropriations. The MHS, via the seven Uniformed
Services, operates 75 military hospitals and medicél centers and
461 medical clinics. The MHS also manages the TRICARE health
plan under the worldwide Defense Health Program umbrella. The
main healthcare deiivery venue is in military health care
facilities, commonly referred to as military treatment
facilities (MTFs). A civilian network of providers augments the
MTFs, providing care outside of MTF localities or care in
specialties that the MTF -cannot provide (TMA, 2002).

This study describes the MHS Strategy formulation process
utilizing the Balanced Scorecard framework, identifies gaps
between the actual steps and the theoretical model, and suggests
options to reduce the gaps. Finally, the study identifies key
issues that must be addressed during the communications,
execution and institutionalization processes to insure success
of MHS strategic planning. Successful implementation of the

strategic plan is not a given. Many factors will influence the
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ultimate success or failure of the MHS strategy formulation
efforts currently under consideration by military medicine’s
senior leadership.

Conditions Which Prompted the Study

Macro Environmental Conditions

Establishing a strategic planning tool and implementing
strategic management concepts are a significant undertakings
given MHS organizational structure, size, complexity and
worldwide distribution. The Department of Defense (DoD) medical -
infrastructure is not organized in a linear relationship, as one
would assume at first glance. The usual assumption is that
since the health system is part of the “military” it falls under
a classic definition of a hierarchical bureaucracy when, in
fact, the interrelationships are far more complicated. The
specific nature of the various relationships adds additional
complexity when one explores long-term strategic management.

The MHS is not immune to the pressures facing other
components of the U.S. health care system. Many of the factors
that impact both the direct healthcare delivery system and
health plan management are present in directing and controlling
the MHS. The balance between the well-known elements of the
“Iron Triangle” (cost, quality, and access) is further
complicated by the dual mission requirements of the MHS. In the
current literature taxonomy, the MHS meets the basic definition
of a network-model Health Maintenance Organization (HMO)
(Longest, 2001) with its TRICARE health plan component, and is

constrained by increasing costs, issues of access and quality
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that are comparable to its civilian counterparts. However, the
MHS deviates from the classical definition of an HMO because of
dual mission requirements executed through both the direct care
delivery system and the purchased care network.

The duality of the mission refers to the provision of
medical support for combat operations and werldwide
contingencies on the one hand, while providing comprehensive
health care to all eligible beneficiaries on the other. The MHS
faces a number of problems in executing strategic management
objectives while trying to meet both missions in a cosf—
effective and efficient manner, while continuing to improve the
quality of care delivered. It is sometimes difficult for an
outside observer to understand the role and responsibilities of
the MHS in the readiness mission, since there is no civilian
equivalent in claseifying a managed care organization with such
divergent missions. A former Assistant Secretary of Defense for
Health Affairs (ASD(HA)) reportedly referred to the MHS as “the
HMO that goes to war”! though the current ASD(HA) considers the
MHS as an integrated delivery system working towards a unified
readiness mission.

The U.S. health care system is under increasing pressure to
improve performance. Unfortunately, improving performance in
terms of cost, quality and access often creates stresses on one

element of the triangle at the expense of another. Congress,

1 The author cannot find a written reference to the ASD(HA)’s comment,

but several MHS executives validate the statement.
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health care professional organizations, regulators, consumers,
and a host of other entities aré increasingly vocal about the
state of health care in the United States. Americans spent $1.4
téillion in health care expenditures during calendar year 2001,
which equated to nearly 13% of the gross'national product; an
8.6% increase over 2000 (TMA, 2002).

Over the last several years, the Institute of Medicine (IOM)
produced reports that were highly critical of the U.S. health
system. In a recent report, Leadership by Example, the IOM
criticized the lack of leadership demonstrated by the federal
government in improving the quality of care (IOM, 2002) for over
one hundred million beneficiaries in six federal programs,
including TRICARE. In the report, To Err is Human, the IOM
stated that between 44,000 and 98,000 deaths occur annually in
U.S. hospitals due to medical errors (IOM, 1999). The total
cost'of_poor quality care, in addition to the loss of lives, is
estimated to be between $17 billion and $29 billion. In a third
report, Crossing the Quaiity Chasm, the IOM proposed a framework
for revising the delivery of healthcare. The six dimensions of
health care quality outlined in the report are safety,
éffectiveness, timeliness, patient-centered'focus, efficiency,
and equity. These six dimensions provide useful criteria to
consider when exploring the strategic planning process.

Statutory and regulatory conditions
Requireménts to conduct strategic plannihg originate from
several sources, both statutory and regulatory. Policy within

the executive branch also shapes the strategic management
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process by prioritizing tasks and assigning explicit
responsibilities to agencies and individuals. Figure 1
illustrates how requirements and inputs flow from statute
through White House and DoD policy to create a strategic plan.
While not a comprehensive list of sources and inputs, Figufe 1
demonstrates the complexity of the strategic planning process.
The outputs at the DoD, Service and MHS levels include both a
Balanced Scorecard (or strategic planning equivalent) and the
performance plan recognizing the linkage between the 3-5 year

plan and the annual plan and subsequent performance report.

GPRA 1993 RCA 2000
NSS/NMS PMA
OoMB
Circ 6 Key
GPRA  -- Government Performance
Results Act of 1993
DoD BSC Perflg)lrmance RCA- - Reports Consolidation Act
ans of 2000
/ NSS/NMS — National Security Strategy/
3 National Military Strategy
. PMA -- President’s Management
Service MHS BSC Agenda
BSC OMB -- Office of Management
and Budget, Circular 6
/\ DoD -- Department of Defense
BSC -- Balanced Scorecard/
| Svc Med Performance Service strategic plan
BSC Plans

Figure 1. The flow of strategic planning requirements
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The Government Performance Results Act (GPRA) of 1993 (PL
103-62) required almost every federal government agehcy and
department to submit a strategic plan to Congress by September
30, 1997. The GPRA also requires each reporting entity to
update their strategic plan every three years. The goal of GPRA
is to make the fedéral government more efficient by focusing on
results and outcomes rather than the budget. Provisions
authorizing agencies to submit financial accountability reports
along with program performance reports were included in the
Reports Consolidation Act of 2000, amending the GPRA. The
strategic plans, in six-year increments, are to align with the
agency performance plans submitted in spring for the updoming
fiscal year.

At the same time, each agency must provide performance
reports on how the pfevious fiscal year’'s goals were met. The
approach to integrating both long-term and short-term planning
requirements is monitored closely by the Government Accounting
Office (GAO) for Congress while the Office for Management and
Budget (OMB) serves in this role as executive agent for the
White House (OMB, 2002). The emphasis is on fiscal
accountability and performance measurement and loosely concerns
itself with process improvement and goal integration.

The President’s Management Agenda (PMA) and guidance from
within the Department of Defense provide integrative and
iterative requirements for strategic planning. The PMA outlines
five government-wide initiatives. Under the goal of budget and

performance integration, the administration places additional




MHS Balanced Scorecard 13

emphasis on apprépriate resource allocation to agencies with
measurable performance measures. The PMA states, “after eight
years of experience (since GPRA), progress towards the userf
performance information has been discouraging.” (OMB, 2002, p.
27). One PMA goal in Fiscal Year (FY) 2003 is to focus on
performance measurement and integrate performance review of
budget decisions (OMB, 2002). An additional requirement from the
PMA that directly impacts the MHS is the program initiative to
coordinate DoD and VA'programs and systems by implementing the
recommendations of the Presidential Task Force (PTF) to Improve
Health Care to Veterans.

Within DoD, the Secretary of Defense defined specific
guidance referencing transparency between the budget process and
performance measurement. The guidance stated in the report,
2002 Year in Review, is very specific. “The Department of
Defense must have a strategy-driven budget -- not a budget-
driven strategy.” (0OSD, 2002, P. 11). Also, the department
established a new framework to delineate a new approach to
managing different kinds of defense risk. The four areas are
force management risk, operational risk, future challenges risk
and institutional risk. All four must be considered in balance.
Failure to address any one of the sources of risk could affect
the ability of the United States to aghieve iﬁs defense strategy
goals. Two of the four, force management risk and institutional
risk, have specific implications for the military health system.
The specified tasks within the framework provide clearly defined

objectives for planning purposes.
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Each department’s annual performance plans, as required by
GPRA, also provide guidance to each subordinate agency and
program and include specific performance measurement targets for
the upcoming fiscal year. For the Defense Health Program (DHP),
the Undersecretary of Defense for Personnel and Readiness
(USD(P&R)) and the Assistant Secretary of Defense for Health
Affairs ratified a common set of performance measures by which
Health Affairs will be evaluated each fiscal year. The
performance plan, or performance contract (these terms are often
used interchangeably), plays a significant role in the
relationship between the five main elements of the military
health system: The Office of the Assistant Secretary of Defense
for Health Affairs, defines policy and oversees the execution of
the DHP; the three Uniformed Services (Army, Navy, and Air
Force), operate the MTFs; and the TRICARE Management Activity
(TMA), DoD’s Field Activity responsible for the management of
the TRICARE program.

Organizational and Structural Conditions

The DoD organizational structure plays a pivotal role in
any discussion of strategic management. The Department of
Defense is comprised of the three Services, the Office of the
Secretary of Defense, the Joint Chiefs of Staff, and the Unified
Combatant Commands. As illustrated in Figure 2, the three
Sexrvice departments report to the Secretary and the Under
Secretary of Defense, as do the Unified Combatant Commands and
the Chairman of the Joint Chiefs of Staff. Under the Office of

the Secretary of Defense (0SD) umbrella are all of the Under
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Secretaries and Assistant Secretaries. DoD Field Activities and

Defense Agencies report to OSD.

Department of Defense
Secretary of Defense
Deputy Svecret: ry af Defanse

1 | |
of Deknsr Genas lnunnnmﬁ

Date; March 2000

Figure 2. Organizational Chart for the Department of Defense

The ASD(HA) does not exert direct line authority over any
of the Services or Service component agencies, but does exercise
direct authority over TMA as outlined by Department of Defense
Directive (DoDD) . The DoDD delegates authority from the

Secretary of Defense through the USD(P&R)to the ASD(HA) to
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accomplish three missions: manage TRICARE, manage and execute
the DHP appropriation and the DoD Unified Medical Program, and
support the Uniformed Services in implementation of the TRICARE
program and the Civilian Health and Medical Program of the
Uniformed Services (CHAMPUS). The DoDD establishes TMA as a DoD
Field Activity subordinate to the USD(P&R) under the direction,
authority and control of the ASD(HA) (DoDD 5136.12).

The three Surgeéns General report directly to their
respecﬁive Service Chiefs. 1In addition, they aléo have an
indirect reporting relationship with the ASD(HA) and TMA as the
operational field activity for the MHS relative to financial
accountability and performance under the DHP and execution of
health policy.’ However, the reporting relationship between the
three Service Surgeon’s General and the ASD(HA) is difficult to
analyze and even more difficult to anticipate. Usually, the
relationship between these four individuals is shaped by the
personalities involved, the underlying bureaucratic mindset of
their respective staffs, and the level of oversight and scrutiny
provided by the Service’s line community, the administration and
Congress. The relationships, both direct and indirect, are
indicated in Figure 3 and increase the complexity of decision-
making and policy execution across the MHS. Therefore, one
cannot characterize the MHS as a true hierarchical bureaucracy,

but one that is complex and adaptive to changes in the

environment.
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SERVICES

AIR FORCE

; Cha|rman JCS

13[4 "Jé_ 26|[17 8
The Joint Staff

TRANSCOMH SPACECOM | JFCOM NORTHCOMI . PACOM:
— , |
SOCOM " [|STRATCOM — N
EUCOM CENTCOM:| |SOUTHCOM|

Functional Commands Geographic Commands

Figure 3. Lines of Communication and Authority within the MHS

In July 2002, the ASD(HA) directed a reorganization of the
Office of the,Assistant Secretary of Defense for Health Affairs
(OASD(HA) ) and TMA. The most significant change in
organizational structure occurred iﬁ the realignment of Regional
Operations. Under the Next Generation of TRICARE Contracts (T-
Nex) proposal, three regions are formed reporting to the
Director of Regional Operations (DRO) (dual-hatted as the TMA
Program Executive Officer). The DRO reports to the TMA Chief
Operating Officer who is also dual-hatted as indicated in Figure

4. The reorganization plays an important part in the strategy

planning process.




MHS Balanced Scorecard 18

Color Code Represents ‘
Collateral Responsibility

——----- (Dotted Lines are Latest Changes)j ASD(H A)

Field Activity Responsibilities B g

Policy & Program Execution » PDASD(HA) =
Program Analysis/Program Mgmt R et a L
Procedural & Management Guidance P .}.(’H

Technical Advice & Assistance to DoD Components

DASD
(HB&FP)

Senior Enlisted Advisor | Ir Senior Advisor I

General Counsel Office |

Chief | [CEERN Dg;{g;‘;gm Chief Operating
Information Officer “Health Officer
Officer Support Office
I,MT&R Patient | | Program Mgmt Health Program || | T™MA
Directorate Safety Directorate Analysis & Eval Chief of Staff
Directorate
Clinical ~ } F--4 North Region | Operations Program
Quality [ Directorate ’ Resource B ln% rlactéon
Management
I\gggi.clzle%/ll%t B 1 Acquisition Directorate || | Administration
-4 West Region i || Mgmt& Supt Office
femmaucmsmnnaauad Directorate
Dental [~ i__i Overseas | Comm &
Region . Cust Sve
---------------- ! Directorate Rev: 16 Dec 02

Figure 4. OASD(HA)/TMA Organizational Chart

The ASD(HA) also realigned the policy activities of the
OASD (HA) with.the execution responsibilities delegated to TMA as
the DoD Field Activity. The reorganization created a fourth
Deputy Assistant Secretary of Defense (DASD), the DASD for
Health Plan Administfation and inﬁegrated the other three DASDs
into the operational elements of TMA. Thus, in the current
organizational structure, the policy and execution of programs
are intertwined, creating a matrix organization at both policy

and program execution levels. Figure 4 indicates the revised
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structure with a line delineating the policy role from the
execution role.

Statement of the Problem

In general, previous efforts at formal strategic planning
and implementing measurable change management in the MHS have
met with limited success. Although there have been requirements
for a formal strategic plan since 1993, from 1998 until 2002,
the function of formal, deliberate strategic planning activity
significantly decreased. Strategy formulation moved from a . .
deliberate planning model to what Mintzberg (1985) calls an
“emergent” strategy, realized strategies that were never
intended but occurred in incremental fashion in the course of
daily business. Although there were minimal efforts at
deliberate, formal planning, Health Affairs began a pattern of
actions that presumed an organizational intent to concenﬁrate on
short-term actions, focusing on executing program decisions
driven by thé Planning, Programming, and Budgeting System
(PPBS) 2.

During the fall of 2002, after the current strategic
planning process was well under way, a number of doéument
binders were found in one of the Health Affairs-offices. These
meticulously labeled binders contained all of the previous

strategic planning documents, including detailed notes of the

*The six-year federal budget process that drives all federal

expenditures.
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participants, from 1993 through 1998. After 1998, the formal
strategic planning process lapsed and became a lower priority as
program requirements and expansion of the TRICARE benefit took a
‘more proﬁinent role in the short-term planning cycle. As in
many organizations, strategic planning had greater or lesser
significance at some points than at others. After all, everyone
had a copy of the strategic plan sitting on his or her shelf.
And, until resurrected in the summer of 2002, few seemed to
notice there was no longer a formal strategic, integrated plan
for the future. Most management efforts focused on implementing
current business requirements. Programs continued, policies were
developed, appropriations were duly budgeted and executed,
performance plans (with annual, short-range goals) were
established, and fiscal accountability reports were submitted.
Ultimately, dﬁring the formal strategic planning hiatus,
the MTFs and the provider network still treated patients; health
care benefits expanded, granting additional entitlements to
eligible beneficiaries; and demonstration projects filled some
of the gaps in the TRICARE program. However, a lack of
cohesiveness in managing the health plan and limited
prioritization of performance goals created friction between .
OASD (HA) /TMA and the Services, generated annual performance
plans with unsuitable measures, and raised soﬁe concern over the

stewardship of resources given to the MHS in the DHP

appropriations.
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The fundamental management questions thus become: What
processes are required for the MHS to meet its fiduciary
responsibility of providing health care to all eligible
beneficiaries; how does the MHS meet both its readiness mission
while providing care in peacetime; and how does the MHS succeed
in managing a multi-léyered health care organization in the
twenty-first century? In today’s environment, there are
multiple stakeholders with competing interests, diminishing
regources, and persistent calls to simultaneously increase
access, lower costs, and improve the quality of care.

Literature Review

Defining Strategy, Straﬁegic Planning and Strategic Mahagement,
Most management textbooks define strategy’ in similar terms,

following the scientific management school outline where
strategy follows a logical, deliberate course. Chandler’s .
definition of strategy as “basic long term goals and objectives
of an enterprise, and the adoption of courses of action and the
allocation of resources necessary for carrying out these goals”
(Mintzberg, 1978, p. 935) is typical of this descriptive form.
Longest, et al, uses a similar definition of strategy as a way
of accomplishing organizational objectives (Longest & Rakich,
2000). From a different perspective, Mintzberg defines strategy
as “a pattern in a stream of decisions” (Mintzberg, 1978, p.
935). Ginter, et al, mirrors this philosophy, viewing strategy
“as the behavior of the organization .. and addresses three

questions: what the organization should do, can do, and waﬁts to

do” (Ginter, et al, 1998, p.1l0).
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Although the statutory and regulatory requirements specify
development of a strategic plan (ways), strategic planning is a
process (means) for an organization to reach a desired future
(ends). Ginter, et al, (1998, p. 13) also describes strategic
planning as “the organizational process for identifying the
desired future and déveloping decision guidelines for getting
there.” Longest, et al (2001, p. 348), defines planning as
“anticipating the future, assessing present conditions, and
making decisions concerning organizational direction, programs
and resource.deployment.” -Both definitions. follow general
systems theory as first described by the experiments of
Frederick Taylor, representing a linear approach to problem
solving and espoused by Alfred Marshall’s theory of industrial
organization. |

Ginter, Rucks; and Duncan (1985) describe the linear or
sequential approach to strategic management as elements of
normative models. The authors cite research by Wheelen and
Hunger reflecting that normative or prescriptive models
“generally reflect an explicit, planned and rational approach”
(Ginter, et al, 1985, P. 581). The authors’ own research
indicates that while the normative models tend to follow a
sequential path in a mechanistic approach, practitioners of
strategic planning prefer this approach. |

Some researchers believe that normative models do not
reflect the complexities and difficulties of current strategic
management practices. As stated earlier, Mintzbérg (1978)

describes some strategy as unintended, as opposed to a strategy
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defined by a planned approach. Lindblom (1979) illustrates the
incremental nature of most strategy and policy development.
Ginter, et al (1985) relates Fahey’s research that strategy is
often political in nature. Schuler, et al., also study the role
of politics as a strategic means to improve competitive
advantage (Schuler, et al, 2002). All three views differ from
Ginter, Rucks and Duncan’s conclusion that normative models
provide planners with an apprdpriate framework, even though the
sequential relationship between the phases has not been proven
(Ginter, et al, 1985, p. 583).

Strategic planning is not synonymous with strategic
management. Planning is certainly part of the management
process, but as a discipline, strategic management has evolved
to include strategic implementation and a control process.
Strategic management also différs from health policy planning
since the focus of strategic management is organization specific
while health policy has a broader context (Ginter, et al, 1998).

Other definitions of strategic management exist. Longest
and Rakich extend fhe logic of the strategic planning process by
describing strategic management as “a systematic process that
focuses on influencing the external environment so that it is
more favorable to the organization” (Longest & Rakich, 2000, p.
384). Pankratz (1991) describes strategic alignment as an
essential element of the strategic management process. He
states, “Managing the organization toward functional fit and
strategic fit is strategic managemént" (Pankratz, 1991, p. 66).

Therefore, strategic management combines planning, executing and
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controlling processes to meet a desired future endstate.
Strategic Planning Theory
Kongstvedt (2001) points out that the complexity of various

aspects of a health system makes describing it extremely
difficult, especially given there are any number of variables to
consider. In essence, health care systems could be classified
as nonlinear, although researchers model the interrelationships
between any numbers of variables. Yet, theorists apply a linear
approach to much of our strategic thinking and strategic
management philosophy. For decision-makers. and managers
responsible for execution of strategy, overlaying a logical and
linear approach to the process overcomes some of the problems
resulting from the complexity of describing the relationships
between many moving parts.

| The reliance 6n linear thinking at the macro-level often
masks some of the more complex relationships at the micro-level.
The theory of complex adaptive systems applies quantum mechanics
at the micro-level to describe non-linear relationships between
agents. Pascale (1999) reflects that many systems are complex
but not adaptive, since they fail to meet some or ail of the
four tests for a complex adaptive system. Complexity theory, as
it is often called, describes some agents as chaotic and
disorderly, while other agents are orderly and consistent.
Several researchers apply complexity theory to describe the
relationships that exist within the health care delivery system

(Dershin, 1999; Rouse, 2000; Plsek & Wilson, 2001; Burns, 2001;

Kernick, 2002).




MHS Balanced Scorecard 25

- Roberts (2000) discusses adherence to a normative planning
model as the basis for GPRA. 'Her research describes a synoptic
approach embodied by the GRPA. The GPRA has considerable
Congressional support from both political parties, the
Government Accounting Office (GAO), and other oversight groups
that watchdog the executive branch of the federal government.
She describes the synoptic approach as “integrated
comprehensivenessf whereby executives integrate all significant
management decisions into the organization'’s overall strategy.
As an extension of the rational goal model, the linkage between
planning, execution and managerial control improves.

However, since'the GRPA drives the strategic planning
processes within the executive branch, it raises pointed
questions about the efficacy of strateéic planning predicated
solely on performance measurement and prescriptive oversight.
Roberts describes the three fallacies, articulated by Mintzberg,
that make the synoptic approach problematic, especially for
dynamic and non-hierarchical governﬁent agencies but she does go
on to illustrate that this approach fits one organizational
type, namely the machine bureaucracy (hierarchical bureaucracy)
(Roberts, 2000). Roberts’ concern about the synoptic approach
“one size fits all” strategic planning model is valid,
especially in government agencies, “particularly those in highly
politicized contexts, with diverse missions, conflicting
stakeholder interests, and cross-cutting programs that require

collaboration among multiple bureaus and levels of government”

(Roberts, 2000, p. 298).
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Mintzberg offers a different interpretation of the role of
strategic planning. He believes that strategic planning is not
strategic thinking since strategic planning is really analysis‘
while strategic thinking is about synthesis. Mintberg makes a
clear distinction between the planning and execution and accuses
planners as incapable of providing synthesis to strategic plans.
His firm belief is that stratégic management fails when managers
only consider one “planning” point of view, and organizational
planners promote planning as a way to limit the manager’s role
in strategic decision-making. He further states that
“planning’s failure to transcend the categories explains why it
has discouraged serious organizational change” (Mintzberg, 1994,
p. 109).

Mintzberg describes the ten different schools of thought
regarding strategié planning and in terms of prescriptive (or
“aught”) and descriptive (or “is”), though some current research
indicates some blending of the strategy formation séhools
(Mintzberg & Lampel, 1999). His article, Reflecting on the
Strategy Process (Sloan Management Review, Spring, 1999),
outlines the -ten  schools, but also asks a pointed question: Do
they represent different approaches to strategy formulation or
are they different parts of the same process? While purposely
not providing an answer to thét question, it boses an intriguing
question on what school of thought to consider when evaluating
various planning models. Clearly, the answer lies with a

planning model that fits organizational needs based on its

2

culture, values and stakeholder expectations.
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Strategic Planning Mbdelsr

Various planning models have been used in the last thirty
years. Some models have had more success than others, with
other models building upon the success or failure of previous
efforts. 1In all cases, the model itself is not the issue; it is
the journey through the process that counts. Regardless of
whether a model is based on a rational-goal theory, incorporates
continuous quality control features or looks for the differences
in random patterns#Of behavior advocated in Chaos theoiy, the
most important thing to remember is that there are no shortcuts.
Strategic management is fairly easy to plan but often difficult
to execute.

In theory, one of the simplest planning models incorporates
Deming and Juran’s quality management philosophy into a process
called Hoshin Planning. Since Hoshin Kanri, also known as
Management by Planning and Management by Policy are well
established systems in quality control management, the Japanese
have demonstrated great success in adopting this planning
process at the strategic level. Following the Shewhart Cycle of
Plan-Do-Check-Act, Hoshin Planning “describe (s) the evolution of
achiévable objectives and plans that flow from any
organization’s long term vision” (Goal/QPC Research Committee,
1989, p. 5), once the organization has developed an
understanding of the external environment and where the
organization fits into that environment. The Hoshin Planning
process results in a 3-5 year plan “based on an analysis of the

broad areas from improvement that will block attainment of the
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vision” (Goal/QPC Research Committee, 1989, p. 5).

Most planning models follow a general model based on
normative guidelines. Ginter, Rucks and Duncan (1985) describe
the general model as a continuous process involving eight steps

as- indicated in Figure 5.

» Mission

Objectives
— External Environmental Analysis
—-————— Internal Environmental Analysis

4
————— Development of Strategic Alternatives

Strategy Selection

v
* [mplementation

> Control of the Strategy

Figure 5. Normative Steps in Strategic Planning

While there is no conclusive evidence that sequential
relationships between the steps exist, it does provide a means
of simplifying a complex set of events and information flow.
One important note stated by the authors is that “the intent..is
not to imply that a component must be completed before the next

phase is initiated..however, sequences should not be dismissed as

unimportant” (Ginter, et al, 1985, p. 583).
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In later research, Ginter, Swayne and Duncan (1998) combine
the steps into four broader processes with some rearranging of
the steps in figure 5: situational analysis, strategy
. formulation, strategic implementation and strategic control.
Situational analysis includes both internal and external
analysis and establishing or validating the organizational
mission and vision. Strategy formulation includes setting
objective goals and developing strategic alternatives. Strategy
implementation drives the organization through the strategy
selection process and actual implementation. Thé final process,
strategy control, remains the same. The four processes provide a
systematic approach to strategic planning.

David Norton and Robert Kaplan initially developed the
Balanced Scorecard (BSC) as an integrative approach to
performance measurement. The balanced scorecard provides a
holistic view of the organization by linking other value-based
processes to translate an organization’s mission and vision into
strategically aligned actions. Kaplan and Norton state, “the
balanced scorecard retains financial measurement as a cfitical
summary of business performance, but it also highlights a more
general, integrated set of measurements that link customers,
internal processes, employee and systems to long-term financial
success” (Kaplan & Norton, 1996, p. 54). These four
perspectives, financial, internal buéiness process, customer,
and learning and growth are integrated to improve performance,
though the system has become much more than a performance

measurement system.
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Since its incéption in 1992, the balanced scorecard has
evolved into a strategic management system. As Voelker, et al
states, “the BSC is a system that can align all operational
activities with overall organization strategy” (Voelker, et al,
2001, p. 14). The BSC framework applies five core principles:
translate the strategy into operational terms; align the.
organization to the. strategy; make strategy everyone's job; make
strategy a continual prdcess; and mobilize change through
executive leadership (Inamdar, 2002, p. 181). The BSC has its
basis in other normativé—based models but also incorporates
Total Quality Management/céntinuoué Quality Improvement
(TQM/CQ&) and Hoshin Planning concepts by its reflection on
continuous improvemen; and balance between perspectives.

Performance measurement is still the underpinning of the
BSC approach. Just as the financial perspective is not the only
viewpoint of organizational success, Kaplan and Norton also
illustrate that “no single measure can provide a clear
perférmance target or focus attention on the critical areas of
the businesgs” (Kaplan & Norton, 1992, p. 71). By the same
token, “what you measure is what you get” (Kaplan & Norton,
1992, p. 71), recognizing that managers and employees adjust
their behavior based on an organization’s measurement system.
While management always has been responsive té financial
measures, the organization improves when the other, non-
financial measures are integrated. As Kaplan and Norton point

out, “effective management must be an integral part of the

management process” (Kaplan & Norton, 1993, p. 134).
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Purpose

The purpose of this retrospective study is to describe the
MHS Strategic Planning process developed using Kaplan and
Norton’s Balanced Scorecard approach during the strategic
formulation proéess. This study proposes to (a) match the MHS
strategy formulation process to the BSC, (b) identify any gap
between the actual process and the theory, and (c) provide
suggestions to reduce the gap. In addition, the study will
identify key issues that must be addressed to insure success of
the BSC planning process and the other subsequent processes
within the MHS strategic management framework. The preferred .
endstate is a strategic ménagement process that is capable of

meeting the fundamental management questions identified earlier.

Methods and Procedures

MHS Strategic Management Framework

The MHS stratégic management framework is illustrated in
Figure 6. The conceptual map is designed to outline the four
processes of the BSC methodology leading to a strategy—focused
organization. The first process of the framework is to
formulate strategic planning and translate the strategy into
operational terms. The second process is to communicate the
strategy, both vertically and horizontally, increasing strategic
awareness throughout the organization. Also, the process should
align the organization to the strategy by integrating business
and financial plans of all associated business units (in this

case the Services and HA/TMA). The third process is to execute
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the strategy, using annual performance plans as short-term
business planning tools. The fourth process is to make
strategic planning a continuous process through appropriate

feedback and organizational learning.

-

MHS Strategic Management Framework

= Govemance /
B Strategic Management /

237 Aligning the
% Organizationto
. the Strategy

B Business/Financial Plans

W Service Synergies
8 HATMA Synergies

Figure 6. MHS Strategic Management Framework
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The framework described in Figure 6 is a continuous
process, following Total Quality Improvement and Continﬁous
Quality Improvement methodologies. The framework provides long-
term vision of how strategic management will be conducted in the
future. This study concenﬁrates on the planning process
necessary to formulate the strategy and begin implementation.
Formulating strategy, however, is only one component of the
strategic management process. A successful strategic plan must
bridge formulating the strategy with implementation and
reworking the product. The strategic plan must be a living,
working document; otherwise it becomes an instant anachronism,
better left on the shelf.

MHS Strategic Planning Process.

The strategic planning conceptual map considers current
literature on the strategy formulation process discuséed by
Ginter, et al (1998), and Longest (2001). @Ginter'’s four phases
of strategic management provide an excellent framework to
develop a strategic planning process that allows for the
differences between a public; health management organization and
a for-profit business model. Because of the uniqueness'of the
MHS, Longest’s five-phase model, although similar to Ginter’s,
is less easily adaptable to the MHS planning process since it
draws heavily from a business model. |

The MHS conceptual map (Figure 7) provides a basis for
measuring performance and is based on the work of Donabedian
(1980), which links structure, process, and outcome in a quality

assessment and systems monitoring model. Figure 7 illustrates a
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simplified Donabedian model with the flowchart outlining the

structure, Ginter, et al’s four planning phases as the process,

and the planning outputs as system outcomes.

Feedback and Organizational Learning
Y r Y

Validate Mission,

Strategic Assessment Vision, and
Destination
identify new Statements
External Threats and
Environmental Opportunities
Assessment I i
Review ) Prioritize Determine Develop
Current p) Strategic Goals | implementation »  Measures
Strategic Plan and Identify Strategies And Targets
Internal
Capability
Assessment Identify
Organizational

Strengths and

b

e,
~~an

Initiatives,
Business Plans

Metrics

Strategic
Obijectives

Revised
Statements

SWOT
Analysis

Formulation Implementation Control

Situationat Analysis
Figure 7. MHS Strategic Planning Conceptual Map

The situational analysis assessment process incorporates
the traditional environmental analysis consistent with the
literature. The external environmental assessment should

identify new threats and potential opportunities, while an
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internal review of organizational capabilities should identify
strengths and weaknesses. The assessment also considers.a
review of current strategic planning or performance measurement
systems. Reviewing and validating the current mission, vision
statements, and describing the endstate or destination, yields
several outputs: a Strengths, Weaknesses, Opportunities, and
Threats (SWOT) Analysis and revised mission, vision, and
destination statements. The situational analysis is complete
when the question “where are we” is answered.

Based on the situational analysis, strategy formulation
answers the question of “where are we going.” The revised
mission and vision begin the discussion of identifying and
prioritizing strategic goals. In Ginter, et al’s.model,
formulation begins with identifying directional strategies. For
the MHS, with its éongressionally—mand;ted programs and -defined
beneficiary populations, the traditional approach to directional
strategy does not apply. However, the MHS leadership can apply
strategic thinking towards prioritizing strategic goals and
long-term objectives, considering specific strategies to reach a
preferred endstate. |

Likewise, traditional business model strategic planning
processes link the directional strategy with positional,
competitive or market-entry implementation stfategies in
strategy'execution.‘ In the MHS, implementation strategies are
usually confined to positioning strategies. Implementation
strategies, however, do draw upon other underiying strategies to

- be successful. Marketing, information technology systems, human
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resources, and budgetary strategies support how the strategic
objectives will be met. The gquestion of “how we will get there”
is answered during thié process with specific initiatives,
annual performance or business plans, integrating the four
business process strategies.

The strategic control process answers the question of “are
we there yet?” The MHS is proficient at developing metrics and
performance management systems, but linking appropriate
measurements and targets to specific objectives is much more
difficult. Used properly, the BSC method, should provide a.
combination of leading indicators that drive performance, with
" lagging indicators that utilize historical data and extfapolate
future trends.

The conceptual map also draws upon Argyris’ (1976) double-
loop learning theory by establishing feedback at every phase to
reconsider the underlying assumptions made before moving on to
the next step. The danger is that the process fails to progress
to the next step or does so in such a way as to lose focus.
However, the value of creating a strategy—focused organization
is worth the risk. The real risk lies with not questioning the
underlying assumptiéns or assuming that past .facts are
indicative of future results.

If strategic goals are met, the process begins again with
updating the strategic assessment. If strategic goals are not
met, returning to the goal development, implementation and
performance measurement steps may provide insight into reasons

for failing to attain the desired endstate.
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Methodology

The strategic plan development process conducted by the MHS
leadership was built on the requirement to produce a strategic
plan by September 30, 2002. The target date was moved back to
late November when it became quickly apparent that the initial
target déte could not be met. The leadership decided on
facilitated planning meetings utilizing a commercial vendor with
experience working with the Army Medical Department (AMEDD) on
the AMEDD Balanced Scorecard. Balanced Scorecard Collaborative,
Incorporated, was chosen as the vendor and faciiitated planning
sessions beginning in July and extending through late November.

The leadership met in four, four-hour planning sessions
over the 16-week period, providing periodic validation of the
process and approving the outputs at each step. A group of
deputies met more frequently and provided actual analysis and
rough drafts of all documents and outputs. The November 25,
2002 meeting of the leadership was designated as the approval
date of  the strategic plan. The l6-week development process was
shorter than recommended by the vendor. Some of the intervening
work that normally occurs would have extended the process to
almost six months.

The formulation process was a four-phase approach utilizing
the balanced scorecard methodology in the confext of the
conceptual map in Figure 7. Each phase was sequential and
followed the established training program outlined by the vendor
in the first meeting. The vendor described the process and the

MHS leadership agreed to the proposal.
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Phase I: Training the Executive Leadership
During the first phase, the facilitators conducted training
for the MHS Leadership, orienting members to the balanced
scorecard methodology and the planning process. The BSC
requires some training and refinement in order to fit into a
non-standard business model that the MHS represents. The
Leadership Team received an overview of the balanced scorecard
methodology and reviewed how the mission, vision and destination
are linked ﬁogether. Appendix A, Tab A contains the tréining
package for the Leadership Team. The Core Team received
additional training (Appendix A, Tab B) that the vendor.utilized
for a more in depth orientation to the Balanced Scorecafd and
strategy formulation process.
Phase II: Personal Interviews
During the second phase, the vendor conducted personal

interviews with each member of the Leadership Team (Appendix B,
Tab A contains the interview worksheet template) to solicit
their opinions on the following issues:

e Future endstate, or destination of the planning proéess

e Key stakeholders and stakeholder requirements

e Delineation of customer and financial goals

e Perspective on current internal processes

Role of learning and growth as enablers.

Phase III: Translating the Strategy into Operational Terms
The third phase was the strategy formulation stage where

the MHS leadership began the process of translating the vision

into operational terms. To accomplish this, the MHS leadership
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was organized into two groups: The Leadership Team and the Core
Team. The objective during this phase was to translate the
vigsion into the following outputs:

¢ Mission, Vision and Destination

MHS Strategy Architecture

MHS Strategy Map
¢ Measurement Worksheets

Initiative Worksheets

The Leadershié Team is comprised of the ASD(HA), the six
senior members of the HA staff, the Chief Information Officer
(CI0), TMA Program Executive Officer (PEO), the three Service
Surgeons General, a senior executive from the Office of the
Assistant Secretary of Defense for Reserve Affairs (OASD(RA),
and a representative from the Joint Staff (J-4 Medical). The
role of the Leadership Team is to provide senior level executive
leadership for the planning process and continue to monitor
strategic management efforts as outlined in the conceptual map
(Figure 7). The ASD(HA) chairs the téam.

The Core Team is comérised of the three Service -Deputy
Surgeons General, the Chief Information Officer, the Program
Executive Officer, and several senior staff officers from the
Services and Health Affairs, and is chaired by’the TMA Program
Executive Officer. It should be noted that bbth the PEO and CIO
are also members of the Leadership Team, providing a liaison and
continuity between the two groups. The Core Team provided the

day-to-day development of the planning documents and developed

drafts for review by the Leadership Team.
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The Balanced Scorecard was designed using the following
steps:
e Conduct . environmental assessment to identify customers,
stakeholders, and endstate.
e Review the Mission, Vision and Destination.
e Design the MHS Strategy architecture using the four BSC
perspectives as a model, and assign theme sponsors.
e Identify strategic objectives and outline_objective
statements.
e Identify appropriate performance drivers to measure
success, and operationally define the measures.
e Identify thé appropriate stretch targets over theisix year
period of the plan.
¢ Identify initiatives that produce measurable change.
e Produce the outputs as indicated in the conceptual map
(Figure 7).
Phase IV: Aligning the Strategy
Once thé MHS Balanced Scorecard is designed, thevfourth
phase will be alignment of the organization to the strategy and
communication of the strategy to stakeholders, customers,
subordinate organizations and the public at large. The
alignment process will include the following steps:
¢ Alignment of existing measurement reporting systems to .the
BSC metrics
e Cross-walk of the three Service strategic planning
documents to the MHS BSC

e Cross-walk of the Health Affairs performance plans to the
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MHS BSC -

e Outline the communications strategy for the MHS BSC

For purposes of this study, the third phase will include a
gap analysis, as stated in the purposé and covered in detail in
the discussion section. Recommendations based on the gap
analysis will be discussed in the recommendations and conclusion
section. The discussion section also will include identification
of key problem areas in the execution of the strategy for future
consideration.

Results

The results of the strategic .planning process -are not
surprising given the emphasis placed on generating a working
plan within a short timeframe. Building a strategic management
document to support significant change in a bureaucratic
organization requires time and energy. Certainly, the
principals in the leadership and core teams devoted significant
time to the process, yet the end result of creating real,
measurable and permanent change remains to be seen. The
original target date of September 30, 2002 was not realistic
given the magnitude of the task and only 16 weeks to formulate
the plan and begin the task of creating new management
paradigms.

The utilization of the Balanced Scorecard Collaborative as
a facilitator to the process was useful in several ways to
include bringing an outside perspective and experience with the
balanced scorecard methodology to the planning process.

However, as with many outside consultants in the strategic
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management field, the goal of the vendor is to meet its
contractual requirements and position itself for future
business. That said, the vendor worked with the unique problems
presented by the military health system and the Leadership Team,
moving the process through the preliminary situational analysis
process and into strategy formulation and measurement as
required by their stated methodology and contract requirements.
Over the succeeding four months, the vendor organized the
activities of the Leadership Team, conducted the initial
interviews, provided the executive level training on the
balanced scorecard approach, and facilitated the four, four-hour
executive leadership team sessions to review and validate the
process. o

The strategy formulation process, conducted in the four
phases outlined in the methodology, began with training to the
Leadership Team on the Balanced Scorecard methodology. Since
the AMEDD had been utilizing the BSC for almost two years at
this point, the Army Surgeon General provided lessons learned
and additional insight into the development and managemént
process. The Leadership Team training was completed in one
session, with a separate training session conducted for the Core
Team.

The .second phase consisted of interviews with each member
of the Leadership Team on the issues identified in the |
methodology. Unfortunately, the interview summaries are not
complete with some questions not answered by all respohdents.

Since the interviews were a surrogate for a formal situational
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analysis, a SWOT analysis was not developed from the interview
results. The responses in the interview summaries (Tab B of
Appendix B) are fairly consistent, especially those responses
provided by the uniformed Services members.

The Core Team and Leadership Team spent several weeks
defining and validating the MHS mission, vision and destination
statements. The mission statement was not radically changed
from the previous version, with the revised statement
emphasizing readiness as the primary role of the MHS. The
vision statement was a new adaptation, recognizing a broader
definition of health, not one solely based on disease
management. The challenge became creating a destination
statement that quantifies success. Ultimately, the Leadership
Team viewed the line community as the best judge on whether the
MHS accomplishes its mission. The revised mission, vision and
destination statements are listed in Figure 8.

M ission and Vision

Mission

e Toenhance DoD and our Nation’s security by providing health
support for the full range of military operations and sustalmng the
health of all those entrusted to our care

Vision
* A world-class health system that supports the military mission by
fostering, protecting, sustaining and restoring health.

Destination....how we measure accomplishment
of our vision
e 24-starendorsement of medical program

Figure 8. MHS Mission, Vision and Destination
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In organizing the four main quadrants of the balanced
scorecard methodology, the Leadership Team determined the
appropriate progression of themes with the stakeholder
perspective providing the overarching goal. The remaining
scorecard architecture cascades from that viewpoint and includes
the external customer perspective, représenting the needs of the
8.7 million MHS beneficiaries; the financiél perspective,
emphasizing the MHS’ role in stewardship of taxpayer’s money;
the internal processes perspective with tﬁree distinct themes of
readiness, quality and efficiency; and the learning and growth
perspective, emphasizing our workforce as internal customers.

The architecture is depicted in Figure 9.

MHS Strategy Architecture

o
2
° Readiness
ea . . .
-4 Quality Efficiency
) Theme Th
'q', Focus on activities to eme Theme
a. er_ihance readiness of Ensure benchmark Obtain maximum
o military forces and the standards for health and effectiveness from the
£ medical assets that support health care are met resources we are given
: them :
2
£

Figure 9. MHS Strategy Architecture
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Based on the balanced scorecard architecture, the
Leadership Team began the lengthy process of outlining
objectives and defining strategic goals. To integrate team
members into the process, each uniformed Service member was
paired with a civilian team member and assigned a perspective to
sponsor. Although the original assignments changed slightly
over the time, the concept of providing both the civilian and
uniformed perspective remains one of the cornerstones of the
strategic formulation procesé. The theme sponsors, identified

in Figure 10, worked with the Core Team to identify goals,

recommend objectives and provide clarify objective statements.

Figure 10. MHS Theme Sponsors
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Once the Core Team had prepared a recommended list of
objectives, the Leadership Team met to discuss and decide which
objectives warranted examination at the Assistant Secretary and
Surgeons General level. After considerable debate, the
Leadership Team agreed to twenty bbjectives listed in Figure 11,

the MHS Strategy Map.

' To]lxl)aﬂarNdimfsseunitybypuvi(irglndﬂ'l

suppart for the full range of millitary operations and sustaining
the health of all those entrusted to our care

Figure 11. MHS Strategy Map




MHS Balanced Scorecard 47

-With consensus on the objectives, the Core Team identified
and operationally defined appropriate. performance indicators to
measure success in achieving the objectives. Most of the .
measures are lagging indicators, measuring past performance with
few leading indicators available. At present, several measures
remain do not yet exist, requiring'further development and data
calls from the Services. The measurement worksheets for the
twenty objectives are listed in Appendix C. The worksheets were
extremely helpful in keeping the leadership focused on the
strategic goal and required a designated measure leader to
identify data sources and define who is responsible for.
gathering data and présenting'the information:tp_the:Leédgrship
Team during follow—on.mgetings; . |

Part of the measurement process alsq included propoéing
targets for the next five years. These stretch goals are
somewhat arbitrary, especially fof indicatofélthat_héﬁé'yet'ﬁq
be built. 1In many cases, the targets are deéigned to close the
gap between a baseline and some future endstate. dthef.tafééﬁs
are designed to track the implementétion of new programs.' The
targets for each objective measure also are indicated in |
Appendix C.

Near the end of the 16-week formulation process, the Core
Team and Leadership Team began discussion on,initiatives
designed to move the MHS towards the twenty objectivésu
However, since new prdgrams have resource management
implications, usually involving development and approval under

the six-year POM submission process, few new programs were
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discussed. Funded programs already in progress were identified
and operationally linked to the‘supported objective. Potential
initiatives are shown in Appendix D. Several initiatives were
designed as enablers, either policy changes or business practice
changes requiring few resources, setting the.stage for future
funded programs or new initiaéives.

With the.completion of initial initiative worksheets and
preliminary discussion of future actions, the Leadership Team
reviewed and approved the Balanced Scorecard. The revised MHS
Balanced Scorecard was made available to the Services and to the
directorates within Health Affaifs. The formal publication of
the strategic plan concluded phase three of thetstfategic
planning process and can be found in Appendix E.

" The Leadership Team also discussed the need to integrate
and align the MHS étrategic plan with the strategic plans of
each Service apd Health Affairs. Part of the integration
process requires a methodology on how the metrics are reported
to the Leadership Team, the frequency of reports, and how
requirements generated from the Leadership Team are translated
into action. The activities listed in phase four of the
methodology are designed to align the organization, creating a
bridge between the strategy formulation process and program
implementation. |

In early January 2003, each Service completed a cross-walk
of its Service specific strategic plan and mapped objectives to
the MHS Balanced Scorecard. As expected, the AMEDD aligned very.

closely to the MHS strategic plan since both use the scorecard
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approach. Both the Air Force and Navy cross-waiks also
demonstrated clear linkages between the plans and the scorecard
although their respective strategic management tools differ. In
addition, Health Affairs and TMA completed a cross-walk of the
current performance contracts and how they linked to the
strategic plan. The results of the cross-walk indicate that at
the objective goal level, there are consistent themes among the‘
various plans, but at the measurement-and initiatives level,‘the
four cross-walks do not have the same 1evél of continuity.

The final objective in .Phase four was outlining the
communications strategy for the MHS Balanced Scorecard.. Part of
this has been accomplished with senior leaders throughout Health
Affairs and TMA utilizing aspects of the plan in internal
briefings, presentations to outside parties, and staff
development within the directorates. The strategic plan is
posted on the Health Affairs website and‘is.available through .
other communications channels to interested stakeholders and
customers. However, a formal, comprehensive communications plan
has not been developed.

Presently, the Leadership Team, Core Team, and other
parties have devoted significant resources to produce a working
strategic plan. The difficulty is implementation and a
continued drive towards alignment throughout the organization.
Also, as some time has passed since the November 25, 2002
Leadership Teamvmeeting, some of the initial metrics and targets
have been further scrutinized to determine if they measure what

was intended,. with the Leadership Team meeting once a quarter to




MHS Balanced Scorecard 50

review the Strategic Plan.

Discussion

Differences between theory, as expressed through the
project’s methodology, and actual execution of the strategic
planning process, highlight some of the many difficulties in
executing strategic management. The discussion section of the
paper identifies some of the gaps between the theoretical and
the applied by considering the overall strategic management
process, and each phase of the balanced scorecard development.

The Leadership Team, comprising the Assistant Secretary,
the Principal Deputy, the four DASDs, the Health Affairs Chief
of Staff, the three Surgeons General, TMA CIO, TMA PEO, and
representatives from the J-4 Medical staff and Reserve Affairs
set aside not only‘the‘four hour blocks of time for the meeting,
but numerous additional hours working on various aspects of the
planning process. The Leadership Team comprises the most senior
members of the MHS executive management and the personal
commitment of the Assistant Secretary and the leadership
demonstrates a willingness to collaborate on strategic
management issues.

There is an important distinction between collaboration and
congensus in management decision-making. During the strategic
plan development, it was not clear how the Leadership Team would
manage the process. Officials appointed to éenior government
posts by the President often have different viewpoints and

expectations than either career civil servants or military
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officers. For instance, the timeframe for executing the
administration’s agenda is dramatically different. For the
appointee, the timeframe to impact the status quo is measured in
months, while the institutional bureaucracy measures change in
years and decades. The policy implications of this opposing‘
viewpoint are well-documented in the literature. An example can

be found in Weissert and Weissert’s book titled Governing

Health: The Politics of Health Policy. Collaboration, however,
does not always signify consensus. |

The collaboration and consensus debate centers on the issue
of contfol. From the ASD(HA)'’s perspective, authority is
defined by Title .X of the United States Code. Specific

authority is delegated from the Secretary of Defense with.both

 policy and fiscal accountability and responsibility for the

execution of the DHP residing with the ASD(HA). Each ASD(HA)
has their own interpretation of how much influence or control
they exert over the direct care system. The Services Surgeons
General (SGs) have a different perspective and view the
symbiotic relationship between themselves and the Health Affairs
leadership as a means to an end. While recognizing the inherent
control exhibited by policy and budgetary oversight, the
dominant stakeholder for each of the Services medical
departments are their respective Service Chiefs and it-is the
SGs ‘that are directly accountable for the medical readiness
mission and control over the direct care system.

The dual mission requirements and the differences in

perspective of the senior leadership raise a question about what
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kind of linkage network the Military Health System represents?
As indicated in Figure 3, the linés of authority between Health
Affairs and the Services are not succinct or direct. In some
ways, the MHS as an integrated delivery system operates like a
mandated federation as described by Provan (1983). Each Service
operates with considerable day-to-day autonomy but generally
conforms to the policies developed by Health Affairs. For this
reason, the issue of control takes on added importance and
shogld be clarified before any meaningful discussion can take
place regarding strategic management. Otherwise, as in this
case, executive level meetings often result in acquiescence, not
consensus.

The balanced scorecard methodology is-essentially a top-
down process, supported by bottom-up integration of action plans
and performance improvement. Overall, the strategic planning
process was heavily focused on the development of performance
measurements, but little discussion occurred on the integration
and implementation aspects of the plan. Although the MHS senior
leaders are extremely knowledgeable about military ﬁedicine and
management of the Defense Health Progrém, most of the strategic
plan development was concentrated in the hands of relatively few
individuals, with subject matter experts in particular areas
often not integrated into the development proéess. The
“trickle-down” effect of information and lack of coordinated .
implementation within Health Affairs, TMA and with each
respective Service significantly impacts successful integration

of the balanced scorecard as a change management tool.
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The four Leadership Team meetings produced mixed results.
As currently developed, the strategic ﬁlan does not have well-
defined implementation strategies and initiatives to prgdude
meaningful and permanent change. Because of the constricted
timeline for developing the planning process, some of the stéps
listed in the methodoiogy were not applied rigorously and some
amount of backtracking occurred as subsequent meetings reviewed
previous work on objectives and measures. A positive outcome of
the process was considerable and worthwhile discussion on a
wide-range of topics that impact the health system.

The Core Team provided most of the input to the planning.
process. The team, comprising the three Deputy Surgeoné'
General, the TMA CIO, several senior staff from HA/TMA and
chaired by the TMA Program Executive Officer, performed yeoman’s
work to keep up with the deliverable dates and prepare the
Leadership Team for the meetings. The Core Téam met at least
once each week, sometimes more often, and developed the initial
templates for the revised mission and vision statements, defined
objective goals and appropriate measures, and identified
potential initiatives for FY03. It should be stated that the
Core Team included six flag/general officers and four naval
captains or full colonels—a very senior group of executives.

The sifuational analysis was minimal, primarily due to the
constricted timeframe. Unfortunately, several essential
components were not completed, causing additional probléms
during the formulation process. While having top-level

management involved with the'development of the scorecard is
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essential, having minimal support staff to bring some of the
analysis forward meant that certaiﬁ steps in the strategic
assessment were ignored or minimized. As indicated in the
conceptual map in Figure 7, there are a range of activities that
should occur with the outcome of an analytical tool, such as a
SWOT matrix, to gain a full understanding of the environment and
some of the underlying assumptions about “where we are”, and
more importantly, grapple with a complete understanding of the
gquestion, “who we are” (see conceptual map, Figure 7).

The strategic assessment process is designed to gain an-
understanding of both the internal and externél environments.
Also, the .assessment allows the leadership to begin the process
of identifying those internal and external forces that impact
the organization. The questionnaire given to the Leadership
Team did not adequétely provide a complete understanding of the
environment (see appendix B) or the forces that shape how the
MHS functions or should function. Although other tools exist, a
SWOT  analysis could have provided the leadership with the
opportunity to address some of the underlying assumptions about
“who and where we are” before launching into.strategic goals
that may or may not be appropriate for the future.

The other function in the strategic assessment is to review
the current strategic plan, gathering togethef those resources
that are already creating change within the organization. The
fact that the previous strategic plan was not a part of the
formulation process (and in fact was only aécidentally found

late in the formulation process) reveals two important points.
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First, previous plans were not integrated into current business
operations, policy development, or resource management
utilization; and second, comparisons with the previous plan
found many similarities and redundancies begging the question of
whether valuable time was wasted in duplicating the process.l
The previous plan was meticulous and complex, indicating that

. significant work had been done. However, the previous plan
failed in two ways: it did not have senior leadership acceptance
(or even knowledge), and lacked performance indicators to
measure success or failure.

Certainly part of the problem with the lack of a strategic
assessment can be accounted for by the way in which strategic
management was applied prior to this administration. Although
there was a documented “strategic plan”, it existed within a
small cell of action officers within‘Health Affairs and a tri-
Service working group. Since it was not integrated into the
annual business plans, the strategic plan had no relevancy to
the Services or HA/TMA directorates; Each business plan, often
termed performance contract or performance plan, was a étand—
alone document; However, the one valuable contribution of the
business plan is that the directorates understood what was
required and adapted accordingly, if only to meet a requirement.

The FY02 business plan drove‘mosf of the business processes
within Health Affairs. However, the Services complained that
Service input was missing from the plan. Also, it did not

transition from one year to the next. With the new

administration, there was concern about the lack of




MHS Balanced Scorecard 56

synchronization between one business pian and another. The FY03
business plan, as it was being developed concurrently with
Service input, failed to link with outstanding objectives from
the previous business plan. The ASD(HA) correctly assessed that
the business plan process, as it was defined late last Spring,
did not identify performance indicators clearly or link to the
department’s viewpoint of transformation.

The vendor training for the Leadership Team on the balanced
scorecard methodology was essential to initiating discussion and
adding coherence to the strategy formulation process. All
fourteen members of the Leadership Team received the training,
although most members were familiar with the content. The
training was excellent and provided the group the opportunity to
draft a proposed strategy architecture for further |
consideration. Sihce all members of the Leadership Team have
significant management and strategic planning experience, there
was some reluctance to spend a great deal of time on the
training process. The condensed timeline also precluded much in
depth training on the process.

The training for the Core Team was far more in-depth andA
provided the group with additional guidance on the planning
process. The training package in Tab B of Appendix A is a
powerful training tool on the BSC methodology> and the vendor
did an outstanding job presenting the information and guiding
the Core Team through the steﬁs necessary to complete the task.
One issue Core Team.members quickly identified during. the

training meeting was the level of sophistication and the time
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required to manage the planning process. Faced with a short
deadline to complete the process, the Core Team recognizéd that
some of the steps in developing the BSC would be curtailed.

In Phase two, the vendor interviewed each member of the
Leadership Team regarding a number of issues. These interviews
took the place of a thorough strétegic assessment and did not
provide the leadership with meaningful information on how to
create synergy from the process. The interviews were completed,
collated, aﬁd but not used to establish a common framework or
establish a clear picture of the current strategic position.
However, the benefit of asking the questions did generate
individual reflection on how the formulation process should work
and made transitibning to the next phase easier. Without
completing a formal assessment, the group assumed some risk.

The development and validation of the mission, vision, and
destination statements went fairly smoothly with few
modifications made to the overall mission and long-term vision
statements. The destination statement was much harder to
articulate. For much of the formulation process, this statement
was blank until one member suggested that the way in which the
MHS will know if it has accomplished its mission is if the
primary stakeholder endorses the MHS as the premier health .
system for all MHS beneficiaries. In this case, the pfimary
stakeholder, though there would be debate on this issue later,
is the Chairman of the Joint Chiefs and the Service Chiefs.

The strategy architecture was developed as the next step in

the process. Using the BSC approach, the four perspectives
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including financial, customer, internal processes and learning
and growth were discussed in great detail. Kaplan and Norton
discuss the interaction of the four perspectives és revolving
around the vision and strategy with.connectivity between the
four perspectives as indicated in Figure 12 (Kaplan & Norton,

1996, p. 76).

Financial

|

Vision & Internal
Strategy | Processes

i

Learning
& Growth

Customer |€¢——

Figure 12. Four Perspectives of the Balanced Scorecard

For the MHS architecture, the four perspectives were rearranged
with stakeholder on top, supported by customer and financial
perspectives. The internal business process and learning and
growth were subordinafed'below as illustrated in Figure 9. The
rearrangement created a hierarchical construct instead of the
usual Kaplan and Norton approach.

The internal business processes were organized under three
pillars. Recognizing the dual mission of the MHS, readiness

functions were differentiated from the peacetime health care
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functions. The peacetime health care functions, both direct
care and purchased care, were arranged to indicate the
importance of both the quality of care provided and the
stewardship role under which the MHS operates.

One significant afea of debate involved the differentiation
between stakeholder and external customer. Since readiness is a
core function of the Services, the combatant commanders and the
Service chiefs are both a customer and the primary stakeholder.
From the Heélth Affairs perspective, the Secretary of Defense is
the primary stakeholder. vThe definition of “Department of
Defenée" was hotly debated. -In one camp that term was inclusive
of the combatant commanders and Service chiefs, yet in ﬁhe other
camp, there was a sincere belief that the combatant commanders
should be listed separately to clearly articulate their
prominence as the primary stakeholder.

With the strategy architecture in place, it became.apparent
that in order to develop objective goals, measures, targets and
initiatives that the Leadership Team and Core Team members
should be assigned:as “champions” to the various perspectives.
The role of a champion, or theme éponsor, fulfilled.two
functions. First, it gained some level of executive buy-in into
the planning process with a senior civilian executive assigned
with a military couﬁterpart in each perspective. Second, it
moved the process forward with theme sponsors taking an active
role in the development of each perspective. Figure 10
identifies the theme sponsors for each perspective. Overall,

the theme sponsor concept has worked fairly well, with most of
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the senior executives working diligently on the process and
reporting progress to the entire team each quarter.

The development of the strategic goals went smoothly with
the Core Team working with the Theme Sponsors to develop the
initial list of prospective objectives. At its second meeting,
the Leadership Team refined the list to the twenty objectives
listed in the Strategic Map (see Figure 11), combining several
objectives during the process. Other objectives were eliminated
altogether. The intent of limiting the number of objectives was -
meant to balance each perspective and provide some focus to the
management process. Each objective included an objective
statement and future endstate.

The consolidation of objectives was not without
consequence. In one particular case, a proposed objective of
integrating the Reéerve Components into the business processes
(efficiency perspective) was consolidated into “provide a
medically ready total force) in the réadiness perspective.
Unfortunately, the intent of the separate objective was not to
consider only reserve integration from a readiness perspective,
but also consider how the activated reserve components fit into
the peacetime direct care system. The objective would also
answer how to resolve disparate benefits, and how to better
manage the two Reserve Components (Reserve and Guard) medical
forces. Since the Leadership Team also included a senior
official from OSD(RA), it made sense to keep visibility of
reserve component issues on the front page with a .specific

objective. As events would dictate, the lack of visibility of
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the reserve components issue would cause those issues to blend
into the background.

The Strategy Map with its twenty objectives is balanced,
with numerous linkages between the various perspectives. The
Leadership Team decided that since the perspectives are
ultimately all linked to each other, it was not necessary to map
every linkage. The Strategy Map does provide both management
‘and subordinates a good idea of the focus of the MHS Leadership
and a management tool in which to frame management decisions. -

The most serious weakness in the strategic planning process
is in the determination of implementation strategies to move the
"MHS towards its objectives. The BSC methodology moves from
developing the objectives goals to méasures, a contfol function.
Partly because of the time limitations and partly to the
politics of the Leadership Team, the development of initiatives
has been marginal at best. The initiatives developed so far are
not actions that will produce dramatic results. In many cases,
the initiafives devised are enablers, either policy or programs
already under development and includéd in the current budget.

The literature suggests that as a purely business entity
the leadership would devise adaptive strategies to expand,
contract, or stabilize market share. In addition, a business
entity would identify specific positioning and/or market entry
strategies to maximize opportunities or limit threats. The SWOT
analysis identifies those potential options. Ultimately a
business links operational strategies, such as marketing,

information systems, finance and human resources towards the
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desired direction (Ginter, Swayne & Duncan, 1998).

The MHS does not conform to the standard definition of a
business entity and diffiéulty developing implementation
strategies. Although the objective goals are well-defined and.
appropriate to the MHS mission, how to create changes within the
current system is problematic. The MHS has a defined benefit, a
stable beneficiary group, .a rigid appropriated budget process,
and significant differences in corporate culture (inter-Service
rivalry and tﬁe Services and Health Affairs). All of thesé
factors are impediments to quick and easy change.

Unfortunately, as a driver of change management and
integration of MHS strategic management, the MHS Balanced
Scorecard may go the same way as other Health Affairs programs.
The difficulty in translating the objectives into aggressive
actions could result in the balanced scorecard becoming another
performance measurement system. Two other significant programs,
both in terms of sunk resourceé and lost opportunities are the
optimization and population health programs. Both programs were
touted as the cornerstone of the military health system. A
great deal of work was done to develop and push the programs
down throughout the system. However, the end result has been
that both programs continue to exist in reduced form, but lack
focus, direction and leadership support.

The BSC approach is first and foremost a performance
measurement system. Although it balances the financial aspects
with other perspectives, the.process of developing objectives

with corresponding measures and five-year targets does not mean




MHS Balanced Scorecard 63

that an organization has a successful strategic plan. As a tool,
the BSC provides management with a systematic method of
conducting business but if the tool is used only to reflect on
past performance, much of its value‘is lost.

The MHS has severél measurement syétems to describe how the
system operates, how efficient it is and how resources are
-expended. In fact, because of the MHS’ capabilities to produce
data, the leadership and the Services are inundated by the
amount of iﬁformation that is available. The difficulty has
always been deciphering data into usable information that is
accurate, timely and concise.

The primary measurement system reports on the performance
plan established between the USD(P&R) and the ASD(HA). Every
four months, Health Affairs generates the Military Health System
Executive Report (MHSER), comprising over 190 different data
elements. The MHSER is the primary tool used to evaluate the .
performance of the MHS. It is also used as a tool to educate
senior DoD leaders on how the MHS operates. The MHSER is not
used as a vehicle for decigion-making, but significant resources
are used in preparing for its review. Whether the MHS Balanced
Scorecard becomes an internal tool to only measure performance
remains to be seen. The Services are particularly interested in
which measurement system will be used in the future, preferring
not to expénd resources on a management tool that does not guide
decision-making.

The final phase of the strategic planning process is

alignment. The Core Team completed its mission at the November.
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25, 2002 Leadership Team meeting when thé strategic plan was
rolled out, although some of the integration work performed by
the Core Team remains té be done. Primarily, there was a need
to develop a communications plan and begin the process of
integrating Service plans and business plans within TMA

Since the Core Team had completed its mission, a Strategic
Plan Working Group was formed to carry on some of the Core Team
functions and continue with the integration process. By design,
the workingAgrOup ig much smaller than the Core Team. A senior
0-6 (Colonel or Navy Captain) from each Service along with two
members of the HA/TMA staff meet with the CIO to work issues
generated from the'Leadership Team meetings and integration
tasks. One of the first group activities waé to cross-walk the
Service strategic plans with the MHS Balanced Scorecard. - This
action was completéd in January, 2003. However, simply
identifying common objectives between the plans is not the same
thing as integrating those plans. At present, there are no
plans to require integration although the new governance
structure and implementation of T-Nex will require closer
integration.

Part of the difficuity in integrating plans lies with the
basic structure of the organization. The issues of control,
responsibilities and accountability are not pérfectly clear.
Also, without consensus, it is going to be difficult to enact
permanent change within the organization. The same can be said
for the internal health affairs and TMA business processes.

Since the strategic plan has been developed from the top, mid-




MHS Balanced‘Scorecard 65

level managers are not integrating their business plans with the
strategic pian, or chénging business processes to meet targets
set in the measurement worksheets (appendix C). Currently there
is not a requirement for each directorate to produce either
action plans or balanced scorecards.

The annual performance plans for FY03 do not yet align with
the strategic plan exactly, and the FY04 budget submission is
not tied-into the strategic plan at all. The HA/TMA cross-walk
identified tasks that are derived from the balanced scorecard,
but the DASD performance plans are not aligned to each other or
in shaping the business processes within the directorates. It
is business as usual for the most part. This is not meant to
say that the directorates are unwilling to align their
activities, bﬁt it does indicate the difficulty in creating
~ permanent change within a bureaucracy.

The final question outlined in the conceptual map asks the
question “are the goals met”? The key‘to understanding the
development of the MHS Balanced Scorecard is asking, “Did we
succeed?” The ansﬁer depends on one’s viewpoint. As the vendor
pointed out early in the process, success cannot be measured by
first year results, but real achievement is measured by
organizational changes in the second and third year with
alignment throughout the organization. The Leadership Team was
challenged to produce a document with objectives, measures and
targets, and begin the lengthy process of creating a strategy-

focused organization. The MHS still has a lot to do.
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Recommendations and Conclusion

There are a number of recommendations that address some of
the gaps between the theoretical construct and the actual
process. While certainly not comprehensive, it may begin the
process of closing some of the gaps. In addition, the.strategic
planning process continues. The Leadership Team continues to
meet and improve the process. The Strategic Planning Working
Group also continues to work on implementing the leadership’s
decisions. The recommendations are grouped into broad themes.

First, even though there are some significant issues that
must be resolved for the MHS to be truly a strategy-focused
organization, the balanced scorecard methodology offers the best
hope of achieving that goal. There are a number of success
stories of governmental agencies utilizing the balanced
scorecard to meet their objectives. It is important to stay
with the process and keep the activity moving. As in the past, -
rélegating the current strategic plan to the bookshelf will
produce no improvements in the system. The plaﬁ is simply a
tool but like any good instrument, it must be used and sharpened
on occasion.

Second, in order to keep the planning process moving,
business activities within the Services medical departments,
Health Affairs and TMA must be realigned. Eaéh year, the
department issues the Medical Planning Guidance (MPG),
supporting the Defense Planning Guidance (DPG). The MPG should
integrate the DPG guidance and the upcoming strategies from the

scorecard and provide the Services with clear direction on what
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the targets are for the upcoming year. There are numerocus
working groups and integrated process teams working a myriad of
issues within the Department and the Services. All of these
groups should be realigned to identify where their activities
link to the scorecard and how they are producing the results‘
£equired. A group that cannot show how it aligns to the
scorecard should be disbanded, or the scorecard should reflect
the objective of the group.

Furthermore, a communicationé plan is essential to market
the strategic plan and push it down throughout the organization.
In Figure 6, the step is called “making strategy everyone's
job”. If the strategic plan is ever going to be something more
than another performance measurement system, then it must be
known and adopted within all eléments of Health Affairs and into
the Service medical departments. This also means that each
direétorate should produce either an action plan or a balanced
scorecard to align both the policy making apparatus and the
program execution agency (TMA).

Third, the MHS Leadership must remain engaged. The ASD (HA)
should consider a Strategic Management (not planning) cell |
within the Health Affairs front offiée. The current
configuration allots one mid-grade officer to this function.

The cell should have representation from each Service and meet
monthly with the Service personnel directly responsible for
strategic planning and each of the TMA directorates. The leader
of this cell should be a part of all MHS senibr leader meetings

and provide input into policy development and program decision-
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making process, advising the ASD(HA) with how the proposals
align to the strategic plan. The rule must be, “if it (a
proposal) does not support a strategic goal, then it should not
be done.”

Fourth, it makes sense to integrate those programs that
have already been developed, specifically population health and
optimization programs. Either the programs are the cornerstone
of the MHS as advertised, or they are irrelevant and should be
discarded. Several objectives look aﬁ health prevention, yet
the leadership has not established whether prevention programs
should be centralized. Integration should also include
operational implementation strategies, such as the Information
Technology strategy that already exists, and development of
marketing, human resources and financial strategies. Howevér,
the central issue 6f control must be addressed before these
programs can be effective.

Fifth, the process of monitoring strategic management can
be improvéd. Since many of the measures are annual or periodic
data, having a quarterly meeting on the metrics does not produce
enough information for the Leadership Team to make educated
decisions. Reducing the number of meetings to three per year
still provides enough oversight of the process to be useful.
Another implementatioﬁ strategy should be t0‘éutomate the
measures so that they are immediately accessible to the
leadership. The responsibility for reporting metrics should be
transferred to the TRICARE Operations Center, integrating other

MTF-level metric sets and Service roll-ups, with overall
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responsibility for data analysis residing with the Chief
Financial Officer.

Sixth, the leadership should focus on a few high priority
objectives since managing twenty objectives is inefficient.
Recently, the ASD(HA) designated three objectives as his highest .
priority: Telephone access (as an indicator for overall access),
satisfaction with the health plan, and medical readiness. The
three key objectives must be clearly definable, measurable and
actionable. All elements of the health eystem should focus
their energies towards those goals, but the other objectives
must not be forgotten in the process. Also, the Leadership Team -
needs. to communicate the expectations for these key objectives
throughout the organization.

Finally, the leadership must address some of the
organization’s cultural issues. Politically speaking, coming to
terms with the control issue may be difficult with acceptable
resolution by all parties near impossible. Certainly, one
cannot always expect consensus but without resolving this core
issue, strategic aiignment at the MHS level will fail. Each
Service manages its medical resources differently. However, all
three Services share a common perspective on their relationship
with Health Affairs. The solution is open and frank dialogue.
Part of a solution may be to iink incentives to performance.
Although the current budgeting process does not accommodate this
linkage, a withhold or incentive pool potentially may generate
additional interest amongst the various elements of the system.

The literature suggests that linking incentives to performance
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is an essential component.

To a varying degree, the MHS’strategic planning process has
been a success. @Given that true change could take up to three
years, significant progress has already been made. Recently,
the ASD(HA) briefed the USD(P&R) on the MHS Strategic Plan. The
briefing was well received and the leadership expects similar
results with future briefings to OMB. From the perspective of
the ASD(HA)'’s stakeholders, the process is a success. From the
perspective of the Service SGs, the process may have varying
success. However, from an action officer at any level of the
MHS, the strategic plan currently has little influence on- their
activities.

Less than a year into the process, the MHS is at a
crossroads. The direction is unclear, but either the process
will continue and élignment will drive change within the
organization, or the MHS Balanced Scorecard will become nothing-
more than another internal performance management toél that does
not create a vehicle for organizational change. Time will
determine which path the leadership decides to take. Further
" research is necessary to document the process in the upcoming
year. Continued development of the strategic plan is necessary
to refine and institutionalize change. Uniike many other plans,
the current Balanced Scorecard must be a liviﬁg tool that is
adaptable and capable of aligning the MHS into a strategy-
focused organization. The process must not be about the tool

itself. It is not about the measurements, it is about the

journey and the outcome.
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BALANCED

SCORECARD
COLLABORATIVE

Vision Meeting — Defining the Destination

Department of Defense — Health Affairs

July 31, 2002

For further information please contact:
Mario Bognanno
781.402.1117

mbagnanno@bscol.com
37%88:01d Bedford Road * Lincoln, MA 01773 » Tel: 781.259.3737 » FL\ 781.259.3389 ¢+ bscol.com
Agenda
¢ [ntroduction/Welcome Dr. Winkenwerder
* Objectives for the day Mr. Wyatt

— DoD Health Affairs Shared “Vision *
-~ Agreed to Strategic Themes

Review Balanced Scorecard Approach Mr. Bognanno

Establishment of “Terms of Reference”

Review of Approach

* Next Steps — Beginning the Strategy Implementation Process

BSCol - 01326 - 711002

©2002 Balanced Scorecard Collaborative, Inc. * becol.com




Agenda

* [ntroduction/Welcome Dr. Winkenwerder

Objectives for the day Mr. Wyatt
— DoD Health Affairs Shared “Vision “
—~ Agreed to Strategic Themes

Establishment of “Terms of Reference”

Review of Approach

Next Steps - Beginnin,d the Strategy Implementation Process

BSCol - 01326 - 7710102 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com

The Balanced Scorecard Is A Tool Used For Strategy
Implementation

BSCol - 01326 - 7/10:02 ©2002 Balanced Scorecard Collaborative, Inc. » becol.com




BSC Translates Strategy Into Operational Terms

Traditionally, the Balanced Scorecard provides a four-perspective
framework to translate strategy into operational terms.

The Vision
N \

. Measurement is the K Financial Perspect

language that gives prit oy M Brbrad
clarity to vague Sharer Share \
concepts
k Customer P tiy
H “To achieve our «Pril
* Measurement is used to yisor how muatwe | 1oy
communicate, not customers *Quality \
simply to control —
: \ Internal Perspective
. “To satisfy our . Tim
+ Building the scorecard cusioimers hat | CyeTine
., pmmgmuum «Cost
develops consensus exc \
and teamwork " Organization Learning
throughout the Vidachievs outy | Markat innovation
organization furorgepization | aming.
improve?” *Inteilectual Assets

BSCol - 01326 - 211002 02002 Balanced Scorecard Collaboraiive, Inc. * bacol.com

In The Government Sector BSC Architecture Is
Modified To Reflect The Operating Environment

T oy

"To satisfy our
stakeholders, what
objectives must we Stakeholder

accomplish?”

\l-To satisty our Seipe s Pt
stakehoiders,

o | Budgetary/
oblectves must | Financial
*To satisfy our customers,

iz
and stakeholders, in which

internal business processes
must we excel?”

“To achieve dur
stakeholder
objeclives, what
customer needs
must we serve?"

Customer

© " To achieve our goals, how
must our organization learn

and innovate?* Learning & Growth

BSCol - 01326 - 7/10/02 ©2002 Balanced Scorecard Collaborative, Irc. + becol.com




The Natural Cause-and-Effect Logic —
“Tells the Story of the Strategy”

And Realize
the Vision

To Meet our
Stakeholder’s Expectation

1

1

To Deliver Customer Drive Financial
Satisfaction... Responsibility...

L)

To Build the Strategic Capabilities..

Knowlgdge, Skills, Systems, and Tools '

Equip our People...
BSCol - 01326 - 71002 ©2002 Balanced Scorecard Collaborative, Inc. + bscol.com
Balanced Scorecard Components
Strategic Theme:
Diagram of the cause-and-effect
relationships between strategic objectives
¢ Objectives: Measures: Targets: Initiatives:
Strategic Theme: Statement of How success Thelevel of Key action
Increase Customer Value what strategy  in achieving  performance  programs
Customer | Financialf must achieve the strategy or rate of required to
| Budgetary and what's will be improvement  achieve
! critical to its measured and needed objectives
7 success tracked
'
' | | Lo
Objective Measure Target ‘ _initlative
+ Reduce waiting « Average - 30 minutes - Emergency
times emergency room
room wait expansion
time
Learning
Children’s Hospital Case

BSCol - 01326 - 711002 ©2002 Bolanced Scorecard Collaborative, Inc. + becol.com




What Is a Good Balanced Scorecard?

1. Leadership Involvement
Strategic decision makers must validate and

own the strategy and related measures
2. Cause-and-Effect Relationships
P Every objective selected should be part of a

o
&

chain of cause and effect that represents the

- A good Balanced strategy
. Scorecard will “tell 3. Performance Drivers .
7 the 'sto‘r‘y"‘ of your A balance of outcome measures and leading
: O measures facilitates anticipatory management
strategy- . o
W t 4. Linked to Stakeholder Objective
Every objective can ultimately be related to a
desired outcome from the stakeholder’s
perspective
5. Change Initiatives
Aligned to Strategic Initiatives that change the
behavior of the organization
Agenda
* Introduction/Welcome Dr. Winkenwerder
* Objectives for the day Mr. Wyatt

— DoD Health Affairs Shared “Vision “
— Agreed to Strategic Themes

* Review Balanced Scorecard Approach Mr. Bognanno

* Review of Approach

Next Steps — Beginning the Strategy Implementation Process

BSCot - 01326 - /1002 ©2002 Balanced Scorecard Coliaborative, Inc. + bscol.com 10




DoD Health Affairs: BSC Foundation Statements
Mission - Vision - Destination

Mission defines the purpose of the organization — its Reason for Being

DoD Health Affairs MISSION:

To support DoD and our nation's security by providing health support for the full
range of military deployments and sustaining the health of members of the Armed
Forces, their families, and others to advance our national security interests.

DoD Health Affairs Vision:
Vision defines the Future State of the organization — its Aspiration

DoD Health Affairs Destination:
Destination Quantifies the Vision of the organization - its Outcome

BSCol - 01326 - 7/10/02 ©2002 Balanced Scorecard Collaborative, Inc. + becof.com

DoD Health Affairs: Other Term Of Reference That

Will Be Used In This Session

Strategy:

The Plan (Hypothesis) an organization has to achieve its Vision and Destination.

Strategic Themes:
The 3 to 5 critical things an DoD Health Affairs must do to execute its Strategy

BSCol - 01326 - 7/1002 ©2002 Balanced Seorecard Collaborative, Inc. * becol.com




Putting All The Term Together — The Balanced
Scorecard Produces An Integrated Picture

Mission
Vision
Destination

Learning and Growth

BSCol - 01326 - 7/1002 ©2002 Balanced Scorecard Coltaborative, Inc. * bacol.com 3

Agenda
¢ Introduction/Welcome 'Dr. Winkenwerder

* Objectives for the day Mr. Wyatt
— DoD Health Affairs Shared “Vision * v
— Agreed to Strategic Themes

* Review Balanced Scorecard Approach Mr. Bognanno

* Establishment of “Tefms o‘f Reference”

* Next Steps — Beginning the Strategy Implementation Process

BSCol - 01326 - 211002 ©2002 Balanced Scorecard Collaborative, Inc. + bucol com "




Approach for Today

Step 1. Strawmodeling: Presenting suggestions derived from information provided and
previously published

Step 2. Discussion: Facilitated Session designed to get points of view on the table
before decision

Step 3. Decision: Agreeing on Definitions/Terms that can be the foundation of shared
strategy for DOD Health Affairs (Vision ~ Destination - Strategic Themes)

Suggested Sequence:

Review Mission — Craft Shared Vision - Decide Strategic Themes — Define Destination

BSCol - 01326 - 7/10%02 ©2002 Balanced Scorecard Collaborative, Inc. = bacol.com

DoD Health Affairs: Mission

Mission defines the purpose of the organization — its reason for being

DoD Health Affairs MISSION:

To support DoD and our nation's security by providing health support for
the full range of military deployments and sustaining the health of
members of the Armed Forces, their families, and others to advance our
national security interests.

Using the Mission and your submissions lets review and discuss
the DoD Health Affairs: Vision — Destination - Strategic Themes

BSCol - 01326 - 711002 ©2002 Balanced Scorecard Collaborative, fnc. » bscol.com




DoD Health Affairs - Vision

Criteria for Vision Statements:
Aspirational — Long Term — Recognized - Achievable with Stretch

Example: (lllustrative only)
Become the Premier Standard Bearer for Domestic Economic Development

Strawmodel For Discussion:

To attain world class stature as a healthcare system, one that meets all wartime
and peacetime health and medical needs for the active military, retirees, their
families, and others

BSCol - 01326 - 711002 ©2002 Balanced Scorecard Collaborative, Inc. + bscol.com ”

DoD Health Affairs - Strategic Destination

Criteria for Strategic Destination:
Long term — measurable — output oriented

Example: (lllustrative only)

To maximize EDA impact on distressed communities by raising individual income to
above the regional average within 6 years of intervention.

Strawmodel for Discussion:

Achieve world class Healthcare System recognition by achieving HEDIS
performance ratings of X by 200X with resources allocated through the regular
budget process.

BSCol - 01326 - 771002 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com 18




Draft Strategic Theme:
Force Health Protection and Readiness

Inputs provided:

» Air Force “Ensure Readiness capabilities at home and deployed”

*» Amy “Readiness of our Armed Forces”

* Navy “Force Health Protection is our primary mission”

« TMA “Meeting our Readiness mission for Homeland Defense and

Deployed Forces... while preserving comprehensive quality
healthcare to all eligible beneficiaries”.

Draft Strategic Theme:
Force Health Protection and Readiness

Defined as:

Our capacity/capability as a healthcare system to ensure the health readiness of our
Forces that allows us to meet our peacetime and war time obligations.

BSCot - 01326 - 211002 ©2002 Balanced Scorecard Collaborative, Inc. = bscol.com 19

Draft Strategic Theme:

Quality Healthcare
Inputs provided:
* Air Force “Foster Health”
o Army “Health of our population”
* Navy “Preserving Health”
* TMA “Quality healthcare to all eligible beneficiaries”.

Draft Strategic Theme:
Quality Healthcare

Defined as:

Providing access to quality health facilities and medical services to the eligible
population

BSCol - 01326 - /1002 ©2002 Balanced Scorecard Collaborative, Inc. » becol.com »

10




Draft Strategic Theme:
Operational Excellence/Optimization

Inputs provided:

* Air Force “Rebuild Direct care System”

“Establish strong networks to support the direct care system”

* Amy “Level of Performance/quality”

“Strategic Objective: Business Processes”

* Navy “Optimization”

+ TMA “Development, acquisition, and transition of the T-Nex family of
contracts while enhancing customer (patient and provider)
satisfaction and minimizing cost growth of health care”.

Draft Strategic Theme:

Operational Excellence/Optimization

Defined as:
Providing an effective and cost efficient health care system for all eligible populations

BSCol - 01326 - 10002 ©2002 Belanced Scorecard Collaborative, Inc. + becol.com

)

Agenda

* [ntroduction/Welcome Dr. Winkenwerder

* Objectives for the day Mr. Wyatt
— DoD Health Affairs Shared “Vision “
—~ Agreed to Strategic Themes

* Review Balanced Scorecard Approach

* Review of Approach

Mr. Bognanno

Establishment of “Terms of Reference”

BSCol - 01326 - 71002 ©2002 Balanced Scorecard Collaborative, Inc. » bscol.com

11



Publish and Distribute Foundation Statements

Publish and Distribute Output of Vision Meeting NLT August 1, 2002

DoD Health Affairs: Vision Statement
Destination Statement
Strategic Themes (Definitions)

BSCol - 01326 - 7710102 ’ ©2002 Balanced Scorecard Collaborative, Inc. + becol.com n

Confirm/Train BSC Core Team

Identify and confirm “Core Team Members’ NLT August 1, 2002
Core Team Lead MG Randolph
Core Team Members DSGs (proposed)

Provide Orientation/Training to Core Team Members NLT (date)
Provided by BSCol

BSCol - 01326 - 711002 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com 3
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Project Plan — Major Meeting Dates

‘Week of:

7/29 {8/5 |8/12

8/19

8/26

9/2

9/9

9/16

9/23

9/30

‘Workshop #1
Workshop #2

Workshop #3

Vision Strategic Theme Meeting A

BSCol - 01326 - /1002

©2002 Bolanced Scorecard Collaborative, Inc. + becol.com

Project Plan — Tasks and Timeline

TIMELINE Week #:

729 (&5

8/12

8/19

8/28

9/2

o

$/18

9/23

9/30

Select / Orient BSC Teams

Leadership vision/strategic theme meeting

A

Designate leadership/core/sub teams

ing

Interview Process

Strategy Map Development

Develop Ohjectives and linkages

Draft Strategy Map

Conduct Workshop #1

Prepare for Sub/Measure Teams

s/Targets/Initiatives

| Gather current measures

Develop/select measures

Select Targets

Conduct Workshop #2

Map Current Initiatives

Identify Initiative Gaps

IR

13



Appendix - Submissions

Air Force
Army
Navy

TMA

BSCol - 01326 - /1002 ©2002 Balanced Scorecard Collaborative, Inc. * becol.com

USAF

The following lists the broad and crosscutting themes:

Broad Themes (Top Priority):

Ensure readiness capabilities at home and deployed

Rebuild the direct care system

Foster health

Establish strong networks to support the direct care system: T-NEX,
VA, Civilian Partnerships

Crosscutting Themes (Next Priority):

'Value MHS Personne!

Field Appropriate IM/IT Architecture

Field and Fully Utilize Actionable Performance Measure

BSCol -01326-71002 T’y |hr, y

14



USAF Continued

The broad horizontal bars are listed in priority, but are not numbered intentionally. These are the broad issues that have MHS

implications. The vertical bars are "crosscutters" and impact each broad/horizontal issue. As these crosscutters improve, they
will provide the leverage needed for the broader issues.

\Z Strategic Themes in Support of

-

U.S.AI:FDICE th e MHS
Value MHS Fleld Appropriate Field and Fully
Personnel IMAT Architecture Utilize Actionable

Performance
Measures

Ensure readiness capabilities at home and deployed

T L 11
Rebuild the direct care system

11 : . ) 1
Foster healthy population

- : 1 1
Establish strong networks to support the direct care system:
T-NEX, VA, Civilian Partnerships
1 !

Integrity - Service - Excellence 1

BSCol - 01326 - /1002 ©2002 Balanced Seorecard Collaborative, Inc. + becol.com 2

Army

MHS Vision Statement:

Elements of the Vision:
* Health of our population

* Readiness of our Armed Forces

Fulfillment of the Promise... an entitlement

« Expectations of congress/service members/military leadership
* Level of performance/ quality

+» Stewardship

BSCol - 01326 « /10102 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com 3




Army Objectives

Customer: Supply Management
Fit and deployable service members Purchase
‘BtoB”

Medically protected
Least cost

Obviate long term health consequences of
deployment

Simple interface “B to C*
Confidence in

Standardization vs. Flexibility for Patients

Equipment Management:

Life cycle management
Programmatic Review
Programmatic funding

Corporate funding / promulgation

Processes: Technology Insertion (AMP)
Policy development Contract Management:
Business Development
Purchase of Health care *BtoB” Monitoring

Claims Management
Marketing

Change order management

Continuous needs assessment
Branding
Communication / advertisement

T
BSCol - 01326 - 11002 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com

Army Objectives continued

Health Plan Management
Dispute adjudication

Standards of benefit determination
Resource development

Organizational Growth & Development:

Common Sense of Purpose / Values
Culture of stewardship (productivity) and

Congress Service (to Nation & Patients)
0osD ‘ Life cycle management
OMB -

Resource allocation Financial:

Business case analysis (timeliness - value
add)

Mobilization:
Health Status Screening (pre/post)

Civilian Health Industry / Service / Installation
interface

Programmatic Resourcing for the complete
mission

BSCol - 01326 - /1002 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com
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Army Strategies

Strategies:

Core of capability is the Direct Care System
Readiness platform
Benefit piatform
" AC force health protection enabler

Leverage Information Technology (perhaps the greatest potential benefit): Leveraging the Federal Health Sector and
bridging to the Civilian Health Iindustry around the patient data set driven by standards that set the industry axis

Foxhole to CONUS and across service... common longitudinal patient picture ... MEPS thru VA care.. ...
Cradle to Grave

Standard data elements... common demographic elements

Common language format.. XML?

Link episode of patient care to the provider (providing entity)

Link ancillary services thru episode of care to the providing entity
Incorporate the Civilian Health Care Industry to fill the gap on a business case driven approach
Human Resource - Our People

Environment of worth

Funding: A strategic issue: cannot rely on a standard DoD growth/inflation rate, so link to an appropriate Industry
Index.

BSCol - 01326 - 2710002 ©2002 Balanced Scorecard Collaborative, Inc. + bacol.com n

Navy

A Transformational Approach
to Improve the
Military Health System

Health System Optimization
&
Preserving Population Health

BSCol - 01326 - 7710102 ©2002 Balanced Scorecard Collaborative, Inc. * bacol.com 3
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TMA :

The three biggest issues that TMA sees looming on the horizon that need to be addressed
are:

» Development, acquisition, and transition of the T-Nex family of contracts while
enhancing customer (patient and provider) satisfaction and minimizing cost growth
of health care.

» Development and implementation of a new Regional Governance structure.

* Meeting our Readiness mission for Homeland Defense and Deployed Forces while
providing comprehensive quality healthcare to all eligible beneficiaries.

BSCol - 01326 - 7/10/02 ©2002 Balanced Scorecard Collaborative, Inc. + becol.com 35
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BALANCED
SCORECARD

COLLABORATIVE

s

Developing the Strategy-Focused Organization
at the Military Health System

Core Team Training

08-07-2002

For further information please contact:
MG Randy Randolph, Maj. Baird or
Ted Jackson (BSCol)

Bedford Road » Lincoln, MA 01773 » Tel: 781.259.3737 « Fax: 781,259.3389 « bscol.com

Introductions

* Let's take a few minutes to introduce ourselves and the
project that the Leadership team has undertaken.

* Name, underStanding of the Balanced Scorecard,
experience with measurement systems

BSCol-Core Team Training-01087.100 - 081701 ©2001 Balanced Scorecard Collaboratlve, Inc. = becol.com




Core Team Training Agenda

- The BSC Introduction (Concept and Development Process) —
90 minutes

The Design Center - 45 minutes

The Military Health System Architecture and Timeline - 15
minutes '

Next Steps - 30 minutes

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. * becol.com

Introduction to the Balanced Scorecard

1.1 The Balanced Scorecard: Origins and Concept

1.2 Critical Components.

1.3 The Balanced

1.4 BSC Impleme

1.5 BSC Developme

BSCol-Core Team Training:01087.100 - 081701 ©2001 Belanced Seorecard Collaborative, Inc. + bacol.com




The Problem Balanced Scorecard Set Out to Solve

Business, government, non- The Problem

profit organizations and

society are undergoing a i
paradigm shift

* Management systems are
dominated by FINANCIAL
criteria

* Financial criteria are

" Stable Rapid backward looking ...they
Environment Change force short-term thinking

T ‘Conclusion:
YOU CAN'T GET TO THE FUTURE BY LOOKING BACKWARD

BSCol-Core Team Trmining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com

From Measurement to Change Management:
Evolution of the Balanced Scorecard

“Balanced Scorecard”

“Strategic Enterprise
Management”

“Strategy-Focused
Organization”

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, inc. + bacol.com




The New World of Government Agencies

Today's Agencies Are
Expected to Be:

+ Competitive (outsourcing)
+ Accountable
+ Customer-friendly

+ Fiscally responsible ]
. e-Enabled External world is hlghly
unstable, so planning

+ Performance-Focused | systems must deal with

(GPRA) uncertainty 1. Strategy is a Hypothesis
2. Strategy is a Dynamic
Process

3. Strategy is Everyone's Job

4. Organizations are systems
that must sense, experiment,
learn, and adapt

*Adapted from “Planning Is Dead, Long Live Planning, * Jos. Fuller, Across the Board, March 1998

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com

There Are Four Barriers to Strategy Implementation

The Vision Barrier

Only 5% of the work force
understand the strategy

The People Barrier The Management Barrier

8of 10
organizations fail to
execute strategy

Only 25% of managers have
personal objectives and reward
/ recognition linked to strategy

85% of leadership teams
spend less than one hour/
month discussing strategy

60% of organizations do not
link budgets to strategy

The Resource Barrier

Today’s Management Systems Were Designed to Meet The Needs of
Stable Organizations That Were Changing Incrementally

You Can’t Manage Strategy With a System Designed for Tactics

BSCol.Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com




The Answer:
The Creation of a “Strategy-Focused Organization”

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com

Principles of a
“Strategy-Focused Organization”

1. Translate the strategy to ... SO everyone can understand
operational terms

2. Link and align the organization ... this creates a “line of sight” from
around its strategy “flagpole to the foxhole”
3. Make strategy everyone’s job ... through personal contribution to

strategic implementation

4. Make strategy a continuous ... through organizational learning
" process and adapting
5. Provide a change agenda ... for executive leadership to

mobilize change

BSCol-Core Team Training-01087-100 - 08170t ©200) Balanced Scorecard Collaborative, Inc. + bacol.com




Balanced Scorecard Users Have Been Executing
Their Strategies Reliably and Rapidly

[CIGNA Property & Casualty Chehical Bank )
1993 - $275 loss Profits
1998 - Top quartile 1993 - X
- $3b spin-off 1998 - 20X
Brown & Root Engineering (Rockwater) ATT Canada
1993 - Losing money 1995 - $300M loss
1996 - # 1 in niche 1998 - Customer
(growth & profits) base doubles
1999 - $7b spin-off
Duke Children’s Hospital UC / San Diego
1996 - $11MMloss 1999 RIT / USA Today
2000 - Net margin increase Quality Cup for Education
\ of $15 MM vs.1996 )

BSCol-Core Team Training-01087-100 - 081701

©2001 Balanced Scorecard Collaborative, Inc. + bscol.comr

Scorecard Benefits for Your Organization?

¢ Clarify the vision

¢ Gain consensus and ownership
¢ Align the organization

° I'ntegrate strategic planning

* Drive resource allocation

* Improve management effectiveness

-Thé':”B'alanced'ScoreCard is a tool and framework with a number
of applications that can be tailored to the situation.

BSCot-Core Team Training-01087-100 - 08§70t

©2001 Balanced Scorecard Collaborative, Inc. + becol.com




Introduction to the Balanced Scorecard

11 The Balanced Scor

1.2 Critical Components of a Balanced Scorecard

1.3 The Balanced Sc§ﬁ

1.4 BSC Implementa

1.5 BSC Developmgntf

BSCol-Core Team Treining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com

How Does a Balanced Scorecard Assist in
Strategy Implementation?

BSCol-Core Team Temining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bscol.com




BSC Translates Strategy Into Operational Terms

Traditionally, the Balanced Scorecard provides a four-perspective
framework to translate strategy into operational terms.

The Vision
B

N

* Measurement is the &

language that gives
clarity to vague
concepts

+ Measurement is used to
communicate, not
simply to control

+ Building the scorecard
develops consensus
and teamwork
throughout the
organization

Financial Perspective
4 ced, +Profitabil
PowwiaeTos | Sorman
A
s Value \
& Customer Perspective
“To achleve our +Price
Joukts oar TUSEW® | . Sarvice
customers?” *Quality

~

N

excel at?”

_Internal Perspective

‘0 satisfy our
me:{yx, what
management

8808 Must we

+Cycle Time
« Productivity
«Cost

" Organization Learning

[z

“To achieve our

+Market Innovation

+Continuous
Leaming

<Intelloctual Assets

BSCol-Core Team Training-01087-100 - 081701

©2001 Balanced Scorecard Collaborative, Inc. = becol.com

Model Adaptations for Government Sector

In the government sector, various model adaptations have been
made to reflect the unique mission of the agency.

City Organizations

State/Federal Agencies

It is critical that the organization communicates its mission
in a way the organization understands.

BSCol-Core Team Training-01087-100 - 03170%
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BSC — The Integrator of the Best Management
Practices

—
) ) Tarwe i,
"To satisfy our stakeholders, OO
O

what objectives must we

accomplish?” Stakeholder
.
Service
Standards N
O | "o achieve our “To satisfy our | et
o stakeholder stakeholders,
objectives, what

what Financial/ ©
it Budgetary/
cojectives must Financial

\ f

customer needs
must we serve?”

Customer

Cojectves :“""“ Topes )
*To satisfy our customers,
and stakeholders, in which
internal business processes Internal

must we excel?”

-Based
Culture O * To achieve our goals, how
O  must our organization leam .
and innovate?* Learning & Growth
'BSCol-Core Team Training-01087-100 - 081701 ©200) Balanced Scorecard Collaborative, Inc. « bacol.com 17

The Natural Cause-and-Effect Logic —
“Tells the Story of the Strategy”

And Realize
the Vision

To Meet our
Stakeholder's Expectation

T 1

To Deliver Customer  Drive Financial
Satisfaction... Responsibility...

L)

To Build the Strategic Capabilities..

Knowleﬁge, Skills, Systems, and Tools '

Equip our People...

BSCol-Core Team Training-01087-100 - 08170 ©2001 Belanced Scorecard Collaborative, Inc. + bacol.com 18




A Good Balanced Scorecard Will Tell

the Story of Your Strategy

The Vision/Destination

“We will provide patients, families, and physicians with the best, most
compassionate care possible”

Case Study: Children’s Hospital Strategy Consisted
of Three Strategic Themes

BSCol-Core Teem Training-01087100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com

Strategic Objectives Form a Theme Through a
Set of Cause and Effect Relationships

Stakeholder
Perspective

Financial/
Budgetary

Customer
Perspective

[

Internal
Perspective

Learning
Perspective

BSCol-Core Team Training-01087-100 - 081701 ©2001 Belanced Scorecard Collaborailve, Inc. + becol.com
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There Is a Balance Between Outcome
Measures and Performance Drivers

Lag Measures

Lead Measures

Financial ~ « Medical Staff/Support Staff
Perspective « Supply Cost/Patient

Customer * Patient Satisfaction

Perspective * Emergency Dept. — % left
without treatment

Internal * Average Emergency Room <« o

Perspective ~ Wait Time

* % Practice Guideline €« .
Adherence (based on spot

checks)

Learning * % Aware of CPGs and Best «

Perspective  Practices

# Of Emergency Room
Beds Available

% Practice Guidelines
Established/Updated

Hours Training/Employee

BSCol-Core Team Training-01087-100 - 081701
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Some Measures Should Redefine a Process or Cause
the Organization to Change Behavior

I’ﬁ

Lag Measures 5 ;

Lead Measure }

Internal + Average Emergency Room « #of

Perspective Wait

emergency Room Beds

Available

Strategic Initiatives

“Emergency Room
Expansion”

Forecast Requirements
Identify Funding Sources

Identify Replacement Space for

Adjacent Departments
Plan Project
Implement

Rollout

BSCol-Core Team Training-01087-100 - 081701
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Balanced Scorecard Components

Strategy Map:

v

Diagram of the cause-and-effect
relationships between strategic objectives

. ; . Objectives: Measures: Targets: Initiatives:
Strategic Theme: Statement of Howsuccess Thelevel of  Key action
Increase Customer Value what strategy  in achieving  performance  programs
Customer { Financiall must achieve the strategy or rate of required to
1 Budgetary and what's will be improvement .achieve
P critical to its measured and needed objectives
T success tracked
I
' ! | Lo
Objective Measure Target Initiative
+ Reduce waiting » Average « 30 minutes - Emergency
times emergency room
room wait expansion
time

Learning

Children’s Hospital Case

'BSCol-Core Team Treining-01087-100 - 081701
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Strategy Map Example Chlldren s Hospital

Customer Value

Internal Pr

Learning
& Growth

,/”TM To ptwidepaﬁem famiies and physk:lansmmme
. compasskmate care possubie

_______ ..

Financial/

Budge

tary

New Revenue Sources

I

Developneo- ™
natal |cUuruts

Strategic
Destination

Strateguc
Theme

__ Strategic
Objective

----- Linkage

BSCol-Core Team Training-01087-100 - 081701
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Y

What Is a Good Balanced Scorecard?

o

- A good Balanced

Scorecard will “tell

Ay

# the story” of your

“Strategy

-

1. Leadership Involvement

Strategic decision makers must validate and
own the strategy and related measures

2. Cause-and-Effect Relationships

Every objective selected should be part of a
chain of cause and effect that represents the
strategy

. Performance Drivers

A balance of outcome measures and leading

measures facilitates anticipatory management
. Linked to Stakeholder Objective '

Every objective can ultimately be related to a
desired outcome from the stakeholder’s
perspective

. Change Initiatives

Aligned to Strategic Initiatives that change the
behavior of the organization

'BSCol-Core Team Training-01087-100 - 081701

©200] Balanced Scorecard Collaborative, Inc. + bacol.com

Typical Balanced Scorecard Project Schedule

Week

3{ais e6|7|8]lo|10]n

12

Step 1:

Step 2:

Step 3:

Step 4:

Step 5:

Define Strategic
Destination

Identify Key Themes
Driving the Strategy

Build Strategic
Objectives and
Linkages

Determine Measures
and Targets

Identify Initiatives and
plan for implementation

rksho

Workshop 2

BSCOl-Core Team Training-01087-100 - 081701
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BSC Development Teams

Core 'feam
Leadership Team

Sub-Team/Measurements Team

Leadership Team

BSCol-Core Team Teaining-01087-100 - 081701 ©200} Balanced Scorecard Collaborative, Inc. « bacol.com

Workshop 1: Finalize Strategy Map

Step 5

Prioritize
Initiatives
and Plan to
Imp! "

BSCol-Core Team Training:01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com




Workshop 2: Measures Development

BSCol-Core Team Training-01087-100 - 081701

©2001 Balanced Scorecard Collaborative, Inc. + bscol.com

Step 5
Prioritize
Initiatives
and Plan to
- implement
Step 4 i
Determine :
Méasures. | @
- and Targéts | :

Implementation Planning

Workshop 3: Initiative Prioritization and

Step 5

Prioritize
Initiatives
and Planto
Implement

BSCol-Core Team Truining-01087-100 - 081701
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Introduction to the Balanced Scorecard

1.1 The Balanced Scorec

1.2 Critical Component

1.3 The Balanced S

1.4 BSC Implementation

1.5 BSC Develobméﬁt: 1

BSCol-Coce Team Treining-01087-100 - 081701 ©2001 Balanced Scorecand Collaborative, Inc. = becol.com

3

Making the BSC Operational

¢ Steps to get to First Report:

+ Strategic themes, objectives,
and linkages finalized

» Missing measures and targets
profiled

» Accountability for reporting on
measurements established

* Reporting process and system
established

* Hold first BSC review meeting within 60 day

BSCol-Core Team Training-01087-100 - 031701 ©2001 Belanced Seorecard Collaborative, Inc. + bscol.com

16



Balanced Scorecard Implementation Can Proceed
in Stages

Implement a strategic
organizational change
STAGE 2 program

{12-24 months)

STAGE 1

12 monthe) Develop change
management
Create mobilization plan
Revise/ corporate
adapt BSC Balanced

Scorecard TRANSLATE EXECUTIVE
STRATEGY LEADERSHIP

N ORGANIZATION il CONTINUAL
gg(ératlonallze ALIGNMENT (4B “orocsss

+ Measures
EVERYONE'S
* Targets Communicate
* Initiatives 8SC and educate

Cascade BSC, creating®
+ Business unit BSCs
Support unit BSCs

Create team and
persanal objectives

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com 3

Implementation Plan Creation

¢ Accountability
— For themes, objectives/ measures, BSC program
* Management Reporting and Review
— Creation of a BSC reporting system
-~ Reporting reviews for “learning not control”
® Strategic Learning
- From Strategic Planning to “Strategic Management’
* Cascading

~ BSCs development for business units (SBU) and service units (SU)

BSCol-Core Team Training-01087-100 - 081701 0200} Balanced Scvrecard Collaborative, Inc + becol.com M
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Setting Accountability for BSC
Implementation Must Be Clear

Members of the Leadership Team must set /
accept responsibility for such activities as:

* Ownership through stewardship

— Monitoring and reporting on the status of
BSC themes, initiatives, measures,
targets, projects

* Leadership for operationalizing the BSC
— E.g., developing missing measures,
communications, reporting
* Responsibility for cascading the BSC
through the organization and
management of change

BSCol-Core Team Teaining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Ine =+ becol.com 35

Vehicles for Reporting Mature Over Time, but the Absence
of Automated Solutions Should Not Slow the Process

Paper based; Computer tools, but Computer tools,

burden on burden still on individual connec?ed, automated
individuals if not connected and reporting — burden
automated moves to system
First Report Year 1 Year 2
(60 days)

BSCOl-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com 3
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BSC Enables the Leadership Team to Engage in
Strategic Learning

The Strategy
-

S
Update o

the —— Strategic
Strategy Learning
, = Loop

B

@l
il

Results

i

)

Reallocate

Operational Control Loo
Priorities L P

Performance _y i

BSCol-Core Team Training-01087-100 - 081701 ©200] Belanced Scorecand Collaborative, Inc. + becol.com 37

Cascading the Balanced Scorecard Aligns the
Organization

Agency

(Shared Strategic Agenda)

Objectives Meoasures
1. Meet Cust. Expeclations X xx X Field Offices
2. Improve Cust. Salisf. XX XX XX Field Offices
3. Improve Billing Method. XXX XX XX XX . Accounting
4. Increase Perceived Value XX
5. Reduce Cost per Cust. X xx XX XX
6. Encourage Innovation X XX Xxx xx
7. Impv. & Leverage Quality XX
8. Incr, Employee Compet. /xxx/ //XX XX XX

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Seorecard Collaborative, Inc. + bacol.com 3
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Introduction to the Balanced Scorecard

1.1 The Balanced Scor

1.2 Critical Components

1.3 The Balanced Sc

1.4 BSC Implementa

1.5 BSC Development: The Leader’s Role

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com

Leadership Commitment Is Critical in BSC
Development and Implementation

BSC must be driven from the top
There must be a clear sense of purpose

The leadership team must lead the cascading of the BSC through the
organization

Change requires persistent and assertive leadership, because...

BSCol-Core Team Training-01087-100 - 081701 ©2001 Bolanced Scorecard Collaborative, Inc. + becol.com
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A Balanced Scorecard Program Is Not a “Metrics”
Project, It Is a “Change” Process

In this context leaders must:

1. Create the climate for change
Unfreeze the organization

A successful Show the need for change
Create the leadership team

Balanced Scorecard Break down functional bias
program starts with a Foster “advocates”
recognition that it is 3. Create the vision and strategy

« .y BSC as a “visioning process”
not a “metrics BSC to clarify the strategy
project, it's a 4. Create team accountability
“chan ge ” process. Accountability for cross-functional

strategic themes at leadership level
5. Change the culture

BSCol-Core Toam Tenining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com

How Leaders Can Be Effective:
Best Practice Attributes

* Lead by example — Be visible and participate in the development and
implementation process

* Manage barriers - Understand potential roadblocks in BSC acceptance
and plan to manage them

* Be positive- Decide to be positive about Balanced Scorecard and stay
that way (it will rub off)

BSCol-Core Team Training:01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com 42
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The Focus Is on Strategy

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com -

Core Team Training Agenda
The BSC Introduction (Concept and Development Process) —

90 minutes

- The Design Center - 45 minutes

The Military Health System Architecture and Timeline - 15
minutes

Next Steps - 30 minutes

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com “%
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Overview — What is the Design Center?

* A web-based tool created to help organizations build their Balanced
Scorecard using the proven Kaplan-Norton methodology.

* Designed to manage the process of creating a BSC with a diverse core
team. The tool will give the users project management support and
coaching that leverages the development process.

* Provides you with:

Templates and wizards to take you through the steps
Multimedia coaching and collaboration

Project management support

Document l:ibrary and common calendar

Language support and export capabilities

|

BSCol-Core Team Treining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com a

The Design Center accelerates your pace through the five-phase
Norton-Kaplan methodology

Objective
Development and

Project .
Planning and Strategy Mapping Tool
Kick-Off
Support Step 5
> Prioritize
71 Initiatives and
Planto
implement

Initiative Management
and Implementation
Guide

Interview Guide
Preparation

Measurement
Templates and
coaching

BSCol-Core Team Training:01087-100 - 081701 ©2001 Belanced Scorecard Collaborative, Inc. « bacol.com %
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There is a common calendar and document library to
keep your core team aligned to the process

BALANCED
SCORECARD

CortnnRar ek

Common Calendar

Scheduling
Collaboration
~

My Bewfease

Document Library

BSCol-Core Team Training-01087-100 - 081701

The DC will produce the necessary documents based on
work completed to date.

SALANCED
scorEcanc
caiarorann

Developing the Strategy-Focused
Organization at Pioneer Petroleum

Customized documents
created to support your
workshops, team meetings,
and implementation

Execurive ntorview Guide

01162001

To Bulid the Strategic Capabiities.. |~
5
Evpip our Paogle.. < g
ey o— 3
I i G | e | o : -t
e P e ey €leis
| nadontmm et ey b=
e, S |3
= Porspo ; S|2
Firanzia Darspectv I% Warkoting
Sommunity Participation
» ripivprivit — [Zust Effwtivurmsy X 3
2 ustomer Satisfacticn
p e ——, nc-9ased Procuciivily X X X
i ot Nww Procucts X
R0CE X
Sirategic Competance Leval %
= = [Winning Suture
- “olals a2
i :
'BSCol-Core Tean Treining-01087-100 - 081701 2001 Balanced Scorecand Collaborative, Inc. * becol.com “
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User-level access will allow for visibility in the project
as well as control over the work

Access controls
will allow greater
flexibility and let
you involve more
people in the BSC
development

process

Select An Access Profile [V

r
slect An Access Profile
drministrator
ditor

BSCol-Core Team Training-01087-100 - 081701

©2001 Balanced Scorecard Collaborative, Inc. + becol.com ©

The user interface gives you a quick look at progress
and one-touch access to the next step in the process

Fle ER Vew Favortes Took Help

0S¢ Ontne Design Center  Hirrosoft [nternet §xplorer

QL @ el Ty 1o 1)

RALANCZED
SCOSECAKE

methodalogy

Scnedunng

Design your Balancad Scorecard Online using
Balanced Scorecard Collaborative's proven

Deslgn Center ______ _mync

Ploneer Petroleum Methodology
Pionser Corparate Scorecard /l Overview

e s o « 5 phase methodology
of BSC design

+ Each bead
represents an activity

urrent Activities

«» The DC will always
show the user the

next logical step in
the project

Coprrght (o 2

25



Over 30 multimedia coaches give you front line
support at the time you need it

Fie Edt View Favorkes Took Hep

QO BB G L@ oo B

W S

SALANCED
fCORRCARD
coiananates

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com L]

Phase 1: Launch the Process

* Kick-Off the Executive Team
« Staff the Project

* Develop the Project Plan

¢ Train the Core Team

2

BSCol-Core Team Truining:01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com 52
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Phase 2: Scope out the Strategy

* Gather Strategic Information
¢ Draft the Architecture
* Interview Executive Team

Etive
Developing the Strategy-Focused
Organization ot Pioneer Petroleum e
ore
Execntive hitervien Gunde
ToDrive Financial o T3
Succen.. b=
~
o1-16.2001 bl P a0
Nasded to Dever Unique Lol il
st of Customers_
t pe—
. i
.
R
Equip our Peopla._. [
BSCol-Core Team Treining-01087-100 - 081 70) ©2001 Balanced Scorecand Collaborative, Inc. + becol.com B

Phase 3: Map the Strategy

* Enter Objectives
* Build the Strategy Map
* Conduct Executive Workshop

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bacol.com 54




arketing - Product : fealer and Wholasaler

and Service Marketer Quality
Development i

BSCOl.Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com 55

* Create Measures Teams
* Enter Measure Templates
* Gain Executive Approval

24

r TN

4 To ensure that we view our dealers
das partners, we will measure their
fincrease in profits as well as our

SRR %ﬁﬁz"

‘xl}‘ !

©2001 Balanced Seorecard Collaborative, Inc. + becol.com
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Step 5
Prioritize

Initatives and Plan | b1 ase 5: Plan the Actions

Collect the Initiatives
Map Initiatives to Objectives
Prioritize Initiatives

Develop the Implementation Plan

Create a marketing camp
program that will cater t
We will begin marketing 1 7
York to prove its validity

iiWe need not only marke" i
dealers incentive to renc
accept the speedpass.

frastructure so that we
this program|

BSCol-Core Team Treining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + bscol.com 57
Step 5
Prioritize
initiatives and Plan .
toimpement | Phase 5: Plan the Actions
[ e S Ploneer Petroleum

Pioneer Corporate Scorecard

BSCol has designed an
initiative ranking tool to
help you prioritize your
initiatives.

Feistoals Styndslane

Sta

BSCol-Core Team Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. » becol.com T
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Step §

Prioritize
initiatives and Plan
to implement

Phase 5: Plan the Actions

The implementation planning guide will
help you lay out the short and long term
steps needed to become strategy-focused

* Run Management
Meeting Focusing

« Link Budgeting and Planning
to the Balanced Scorecard

« Determine Strategic Learning

on Strategy Initiatives
Execution « Determine Required
. Information Systems and
Mobilize Change Analytical Tools

«First Report is
Critical
*Determine Short
and Long Term
Reporting

Strategy into
Operational Terms

Align the
Organization to

FIRE Through Executive
; \ Leadership
Translate the R

Make Strategy |
a Continual
Process

B Make Strategy J y
§ Everyone's Job SN

+Align Business and Shared Service e s“eg

Units to Corporate Strategies \
«Communicate the Balanced <

Scorecard +Tie Compensation to
*Determine Cascade Strategy Strategy

BSCol-Core Team Treining-01087-100 - 081701 ©2001 Bolanced Scorecard Collaborative, Inc. + becol.com 39

Next Steps for the Design Center

* Join BSC Online at www.bscol.com (Create your username and
password)

* Ted will give you access to the Design Center
* Use the multimedia coaches to learn more about the process

* After you conduct your leadership interviews, post the notes to the
Design Center

BSCol-Core Team Training-01087-100 - 081701
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Core Team Training Agenda

The BSC Introduction (Concept and Development Process) —
90 minutes

The Design Center - 45 minutes

B> 7%:c Military Health System Architecture and Timeline - 15
minutes

Next Steps — 30 minutes

BSCol-Core Team Training-01087-100 - 081701 ©2001 Belanced Scorecard Collaborative, Inc. * becol.com

Military Health System Architecture

Stakeholder Perspective: our stakeholders are the American people, expressed
through the will of the President, Congress, and the Department of Defense

Financial Perspective: we havea

responsibility to our stakeholders to know what

we are spending, have predictable budgets, and
be within the appropriate range for public

Customer Perspective: we
have three customers, the active members of
the forces, the beneficiaries to which we are
entrusted, and the commands of the forces

healthcare
4
2
g Readiness Quality of Care Operational
o Theme Theme Efficiency
2 We must focus on the We are responsible not only We must be responsible
: activities we need to do to for the health of those stewards of the resources
— ensure readiness of both entrusted to our care, but given to us, and we must
[ our forces as well as the we must also ensure that work to continually increase
E medical teams that support we are world class at the productivity of the
e them. restorative care as well. system in which we operate.
=

Learning and Growth Perspective: our people and our supporting IT
infrastructure are critica! to giving us the capabiliies to execute on all we set out to achieve.

BSCol-Core Tearn Training-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Ine. + becol.com




Military Health System Timeline for BSC Development

Week ~ |7/20{8/4 |8112|8/19 8126 | 012 | 019 | 9/18|9/23| 9130|1017 {1014

Define the strategic destination

and key themes 7131
¥
Scope the Strategy
Core Team Training 8/7

Executive Interviews ‘
Strategy Mapping Workshop

Define the Measures

Initiative Management
Gather Initiatives
Prioritize Initiatives

Plan for Implementation

Vilorkslhop :'.I (TBDI)A

BSCol-Core Team Training-01087.100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc + becol.com - @

Core Team Training Agenda

The BSC Introduction (Concept and Development Process) —
90 minutes

The Design Center - 45 minutes

The Military Health System Architecture and Timeline - 15
minutes

.Next Steps — 30 minutes

BSCol-Core Team Training-01087-100 - 08170 2001 Balanced Scorccard Collaborative, Inc. + becol.com 6
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Next Steps

® Sign up for BSC Online

Become familiar with the BSC Online Design Center
Agree to Leadership Interviews

Post Interview summaries by August 14

BSCol-Core Team Tenining-01087-100 - 081701 ©2001 Balanced Scorecard Collaborative, Inc. + becol.com
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Appendix B

Tab A
Military Health System Interview Summary Template
Interviewer:
Interviewee:
Date:

Comments
- What is our Strategic Destination:

Who are the Stakeholders:

Customer:

Financial:

Internal-Readiness:

Internal-Healthcare:

Internal-Operational Efficiency:

Learning and Growth (HR & IT):
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Appendix B
Tab B
Military Health System Interview Summary

Strategic Destination:
What is our Strategic Destination?

Interviewee3

Currently, we are providing episodic care, and in the future, we need to do a better job of
maintaining the health of our population so that they are only visiting us (onsite) when they have
real problems. This means that the traditional measures may not make sense. When people visit
us, they might stay longer, and doctors might see less patients, but that is because we are dealing
with real health issues. '

In the future, the medics will be seen as an essential piece to war fighting, not as an afterthought.
That means we must try to minimize the drag of providing care to our retirees so that the true
benefits we provide in times of war are more visible.

We must increase the collaboration between the services and come to some agreement on
standard deployable systems while still maintaining the identity of the services.

Intervieweel

We need to focus on the health of the overall population so that we can maximize the service
time when individuals are “on-station.” We need to ensure the people that we activate for duty
have the capability to serve without interruption. :

Interviewee6:
e There are two great benefits to implementing a BSC
1. Produce better information
2. Ensure Better accountability and responsibility
e Transformation
1. Organization structure, governance, measures/metrics, and planning process
2. Implement a new set of contracts (Healthcare and Operating Efficiency Theme)
3. Ensure the Medical Readiness Platform (Direct Care System) is aligned with the
transformation of the DoD (Readiness Theme)
4. Reassess the benefits structure — ensuring that the costs, fundmg, etc are in-line with the
benefits that the org delivers (Financial Perspective)

Interviewee8

What is the strategic destination for your organization? Win the Global War on
Terrorism/Weapons of Mass Destruction, enhance joint warfighting and transform joint
warfighting. :

What will the MHS look like in 5 years? The MHS will be structured in a more integrated and
joint way to meet the health care delivery and readiness missions. It will have modular and
interoperable, capabilities based, deployable medical systems. It will have the capabilities and
training necessary for medical response to weapons of mass destruction.




What are the major differences between where you are now and where you think you should be?
The MHS today is a composite of separate and distinct delivery and readiness systems. They
must transform to a common operating picture with reduced variation. The MHS must transform
to be able to deal effectively with medical response to WMD.

What needs to change? A way must be found to respect service unique requirements and foster
integration. ‘ ‘

Intervieweel2
e We need to define MHS exactly what we mean by the term MHS.
e We will need a comprehensive compliance surveillance system with data to support

e Ability to collect data, have meaningful indicators on effectiveness of population health
initiatives

Intervieweel4

TMA needs to transition efficiently and effectively into T-NEX. The HA strategy will help to
sharpen the focus of T-NEX. T-NEX is only one part of the HA strategy. Regional Governance,
Population Health, and improved accountability are equally important.

What will the MHS look like in 5 years?

There will be more co-operation among the three services. Additional consolidation will
eliminate the current situation where we have duplication (i.e. 3 types of mobile hospitals).
Health care delivery platforms will be tri-service and there will be fewer military hospitals and
clinics. The VA and MEDICARE will be more involved in health care delivery and graduate
medical education. There will be greater reliance on the civilian sector and mixing and matching
resources.

The major difference between then and where we are now is the process is currently personality
dependent rather than based on policy or organizational structure. We need better definition of
roles and authorities. The budget process needs to change to an activity based costing rather than
the current incremental, short term process. His preference for governance is a medical
command to identify and work the core business issues.

Intervieweel3
- more difficult to be misunderstood if you are concise...we do two things: readiness and
care...lose focus with multiple “ands”
- in general agree with these destinations
- interesting we are spending $27B and judging by 2 numbers...doesn’t have the granularity
we need but we can live with it

Interviewee9

We need an integrated healthcare delivery organization that supports the operatlonal needs of our
fighting forces. We should ensure that comprehensive healthcare and social support are
available to families of active duty members. We cannot be all things to all people and need to
focus our efforts and resources on the areas above. '

Intervieweell




1. Integrator of service entities to provide effective and efficient healthcare and support
readiness missions

2. Reduced HQ function, better resourcing, decent execution of services

3. Reduce un-necessary bureaucracy . We’re too slow to respond to changes in the
technical and financial aspects of healthcare.

4. Need to increase information to streamline business processes and adequately fund
the benefit.

Interviewee2

Key issue is operational support vs. peacetime/contractual support and maintaining a balanced
system. :

-tools to address imbalances are often unknown or unavailable

-future: smaller active (uniform) force, more robust contract support (providing care to the same
population) : : :

—focus on meeting the mission—form following function—what’s important at the time

-future: only fine tuning needed, unless significant changes in the list of what we are told to do
changes, or we are told to stop doing something

Intervieweed
e MHS is an organizational framework that respects the individuality of the Services and
their medical departments, but rewards joint effort and cooperation for everyone’s mutual
benefit. '
e The future will be heavily influenced by bio-terrorism threat and TFL
Cost of caring for aging retiree population will put pressure on peacetime healthcare
Readiness '

o Worst case: we will lapse into a lack of preparedness, especially for threat of bio-
terrorism

o Best case: improvement in protection against threats, better vaccinations (more
effective and easier to administer). MHS is a leader in R&D efforts to improve
bio-terrorism protection. Partner with industry.

e Need to pursue mutually beneficial joint efforts with VA
* MHS is the provider of choice for our beneficiaries
How do we get there?

o Peacetime: Need to use creative energy of our enterprise to engage our
beneficiaries in the improvement of their health. We need to come up with ways
to reward this creativity. '

o Wartime: We need to figure out what we can afford to give up in order to
resource new priorities such as hem.-bio defense.

IntervieweeS

 Believe, on second thought, that the drive toward HEDIS measures takes us too far into
the weeds, and we should come back up to the 50,000 foot level

o The words we use in our mission and vision statements. Our destination should be a

' health organization, not a disease organization. Hard to measure this, and hard to do

what we must to affect this change and reach this destination.

o TRICARE started as a “cost management” entity, not a “health management” one, and
today we still have a primarily fiscal incentive system. This doesn’t motivate doctors or




patients. We need other incentives that encourage those in the field to want to change
their behaviors to affect the results we’d like.

e We need to measure what we say we want in our vision. This will re- deﬁne health on our
terms.

e We are now picking up new tools—different tools. We’re dehvermg health not just
healthcare, and our measurements are not adequate.

Intervieweel(

Provide the American people a fit, healthy and protected military force capable of protecting and
defending the nation at home and abroad.

Provide health services to all beneficiaries which are high quality, readily available, and
effectively managed.

What will MHS look like in 5 years? Through collaboration, coordination and focused
integration the MHS will advance toward a broader enterprise perspective for managing and
executing the worldwide health services mission. It will possess a robust capability to respond to
bio-terrorism and weapons of mass destruction. The DoD/V A partnership will be well .
established.

Interviewee7 ‘

o I’d like the destination as stated at our first meeting (in draft in package now).

o Significantly greater integration. Still 3 Service medical departments. I believe we’ll
have a medical command with a 4-star (line or medic). Significantly more
military/civilian and DoD/VA partnering. Less robust military GME. More expensive
than now. Much better optimized, effective and efﬁment Primary care oriented.

« See previous question and answer”

e Minds. Hearts. Cultures. Structure and Processes.




Stakeholder:
Who are the Stakeholders?

Interviewee3

The soldier should come first in all of our thoughts. We must always be asking ourselves “Did
anyone die that shouldn’t have (or that could have been prevented)” Then, regardless of our
stakeholders, we are fulfilling our mission

Intervieweel

The reserves do not get much funding directly from defense, and we need to be careful to ensure
that reserves are counted as a part of the total force.

The stakeholders are focused on our ability to mobilize quickly and effectively, and the reserves
want to know that they are going to have a nice quality of life (being taken care of), which will
ultimately affect recruiting and retention

Interviewee8

Can you boil this list down to one direct stakeholder? Department of Defense

What does this stakeholder demand from you? That we be both effective and efficient in -
providing services and fighting war.

How do you know you are satisfying them? We know when they understand that the MHS has
struck the correct balance between readiness and service delivery.

Interviewee6:

e DoD is the true stakeholder. The others (People, President, and Congress) are all represented
in the vision of the DoD

Intervieweel2
e Agreed with Sec Def as Stakeholder but does not believe it can be limited to one
o Congress = laws
o President = presidential orders
o Sec Def = policy and implementing instructions
e Tradeoff between benefit and cost — we don’t have this in place now; are unable to define
it. : ' _
e Stakeholder satisfaction is expressed through public opinion, laws and management
direction

Intervieweel4

It is too simple to say that the DOD is our only stakeholder. On an ongoing basis Congress is
probably the dominant stakeholder. Their demands are expressed as “free, perfect and now.”
DOD/HA has to respond to any perceived imperfection and remedy the situation immediately
and hopeful with minimum or no cost. The lack of complaints or decrease requirement for
meetings indicates that we are satisfying our stakeholders. From a political perspective the
expectation is to provide the benefit even in the absence of additional funding. That is not
realistic in a business environment or with a balanced budget.




Intervieweel3
- DoD has richer benefit than the UAW...inappropriate?, not necessarily when viewed as part
of a total compensation package. .. may be totally appropriate compensation when subjected
to a critical analysis...key to look at employment-based risks which are higher for military
than others. '
- Important to recognize it is a rich benefit.
- DoD community demands CONUS quality medicine at OCONUS in all circumstances
- American People demand protection of their interests in whatever that takes.
- Concerned we have spent less intellectual energy on what is readiness...we are using old
models ,
» Previous models of casualty flow with updated inputs
» Need to spend more time defining the medical support for OCONUS

Interviewee9

I would agree that the American people are primary stakeholders. However, our pr1mary
stakeholders are really DoD and our war fighters who depend upon us for care. Our system
resource requirements should be focused upon the needs of our war fighters and their families.

Intervieweell
- 1.The Will of the President
2.Congress
3.Commanders
4 National Command Authority
5.Parents of our sons and daughters in uniform
6.Servicemembers and their families

Interviewee2
-Principal stakeholder: American citizen (but no direct input)
-DoD derives its role as a stakeholder from the citizen through voting and delegation
-DoD derives its authority from the president, and is our most direct source on interest,
instruction, and responsibility v
-DoD more and agent than just a stakeholder—has responsibility to and for MHS
-key stakeholder demands protection and maintenance of our way of life
* -DoD demands we provide a fit and healthy force to accomplish the mission (population health),
and medical support of the troops as they move forward (protect and repalr health)
-Satisfaction for both = transparency

—no change in one’s life-maintenance, deterrence, quick resolution

--mission not degraded or compromised

Interviewee4

e Need to capture in the Vision Statement the notion articulated in Stakeholder Perspective
that we “accountable to the American people.”

e Stakeholders should include the service members.
Perhaps our only stakeholder is the service members. Interviewee4 said, “If we are doing
our job with our people, everything else will fall into place.” '

o For example, care for our retirees builds trust in our service members (fulfilled
promise), helps in recruitment, and contributes to physician training.




e Our stakeholders demand world class healthcare for themselves and their families in
peacetime and the comfort in knowing that when they are deployed, their families will be
cared for. ) ‘

IntervieweeS
o No, we can’t boil down this list of stakeholders.
o We’ll know we’re doing the right thing by them when we develop the right metrics to
_drive the behavior we want.

Intervieweel0

Can you boil this down to one direct stakeholder: the American People

What does the stakeholder demand from you? That we ensure America’s military is ready and
able to defend and protect the nation from all adversaries.

How do you know you are satisfying them? When Congress and the Department believe that
the MHS is effectively protecting, sustaining and restoring the health of our service members
deployed and in garrison, and providing the promised benefit to their family members and
retires.

Interviewee7
o Department of Defense
e A healthy and fit force that can successfully propagate America’s wars. Timely and
capable care of our wounded and ill. Quality prevention and intervention for our active -
duty families.
« Through an appropriate set of measures that focus (?) on their “hot buttons’ —usually a
healthy balance between delivery of the benefit and cost.




Customer:
Who are the customers?

Interviewee6

o Customer segments are accurate

e Overall grade would be a B

e Readiness we would get an A

e Service issues would be a B, but this is a dramatic improvement over 3-4 years ago

Interviewee3: : ,

Interviewee3 agrees with the customers outlined in the architecture and thinks the priority should
be on active duty members.

We need to have active engagement of our customers (the whole population). This engagement
will help us proactively provide health services.

Our current ratings would be OK among active members, and we have a lot of work to do for the
entire population.

Intervieweel

Our customers are the members of the armed forces, and we should prioritize our activities on
the military members (rather than families and retirees). We need to improve the responsiveness
of TriCare (although it is better than before). We also need to improve the education around
using the military health system. Many reservist maintain their current health plans when they
are activated to keep the continuity of care. '

Interviewee8

Is there a shared view of customer segmentation? There are distinctly split views in our
organization about the prioritization of customers but not the segmentation. Are these our
customers? Yes

Is one customer group more important than the other? Yes. The active duty member is our
raison d’etre. '

What would a satisfied customer look like? Healthy, ready to deploy.

Key things our customers want from us? Quality services delivered in a timely and friendly
fashion. -

How do we know that we are delivering? They do not use the advocates we have when our -
system fails. They do not have to rely on individual knowledge of they system and work-
arounds.

Is there a chance someone else...? Yes for portions of their needs Their needs are not unitary.
What would happen...? External events. How would that affect us? Could impair readiness.
The Department of Defense? Not as ready — not as mission capable.

Are there future needs...? We don’t know what we don’t know about the future.

Intervieweel2

We should use the term “armed forces” instead of “active members of the forces”

e Real customers are the CINCs and Services. The other three (active members,
beneficiaries, commands are agents for accomplishing satisfying the CINCs

e We don’t have the metrics to determine if we are meeting the customer’s expeditions




e The MHS is the only one who can meet the medical readiness needs of the CINCs

Intervieweel4 »

In terms of values, the customers first recognize the quality of the benefit. Readiness is relevant
to the active duty customers. Operational efficiency is expected from the commands. Customers
should include our providers at all levels- from technical assistants to credential providers. All
our customers are important but our beneficiaries are most important. A satisfied customer
wants easily accessible, quality health care at an affordable price (i.e. free). A satisfied customer
is evid|ent in survey results, enrollment/disenrollment numbers and in changes in behavior that
reflect trust (i.e. using phone or e-mail to contact provider rather than being seen in a clinic/ER).
Except for deployment medical/surgical needs the civilian sector could serve our customers. To
cause that change beneficiaries would have to elect to leave the MHS in large numbers. The
elimination of the OB NAS could make that happen. For DOD costs would increase as dollars
would go outside of the MHS and the loss of patients would result in closure or downsizing of
MTF’s and loss of GME programs. Also for our healthcare personnel training would suffer and
quality of life as the fewer numbers would have to go on more deployments.

Intervieweel3 ,
- Do the increasing cost of the care mission impact the readiness mission...we don’t know
much about this...from the personnel perspective the HC mission is important to readiness
- Commands are constrained in their unconstrained mindset...about to get scrubbed...less
about money than about bodies
- not subjecting government to the efficiency test like business has been through the past 20
year.
- Is stakeholder and customer the same...in most business it is hard to distinguish the two
- from my perspective the “folks in uniform in harms way” are most important...which is why
our lack of attention to the readiness issue is so vivid to me
- should be looking at individuals medically ready (only community to have done this is
dental) and medical units ready to deploy
- YES someone else could do our job...would happen as manpower goes to line
» Tooth to tail transformation from SECDEF level...”can you outsource?”
= Reaction to this by Chiefs of Staffs...more management oriented on how do we
restructure for higher ops tempo.

Interviewee9

I agree with the customer statement offered, but would reemphasize that the MHS is in business
to serve Active Duty forces and their families. These are our most important customers. Other
customers are not necessarily less important, but it is possible that sources of care other than the
MHS might meet the needs of some of those customers, provided that the alternative system is
able to deliver a reliable, high quality standard of care. :

Intervieweell
1. Our most important customer is our service members and their nuclear families
2. A satisfied customer is healthy, has easy access to our system in which the business
processes are transparent to the customer and we have earned his trust and confidence .
in the quality of care that he receives.




3. Future needs that we must focus on are better analysis of informatics and such
technologies as genomics that will give us greater insight on how to improve
performance.

Interviewee2
-customer defined by people or groups being served—these are the right groups

--others are minor customers—congress, taxpayers, etc.
-Commander is primary customer—mission completion

--must meet the needs of the other customers (service members and beneficiaries)to meet
primary customers needs

--know they will be care for, and their family will be cared for
-satisfied customer—force prepared, trained and equipped

--doesn’t think about medical aspects

--if illness or injury—return to duty

--best healthcare possible under the circumstances

--needs key advice about medical needs—judged on how well he takes care of his troops health
and welfare '

--helped to manage risk in operational environment—right risk, right resources
-portion of needs could be met elsewhere

--technical needs may be met (possibly while deployed, but could not count on this)

--contract support lacks operational and military cultural perspective

--lack of tangible commitment to same goals

--who would the contract physician identify with as primary customer—patient or commander

--lack of operational perspective (military environment)—vaccine use, deployment stress, fit
force, operational relevance (special ops, undersea, aerospace, PRP, etc)
---areas of need where future focus may decrease—GME (value to meet requirements) and over
65 care

Interviewee4 _

e Suggest rewording statement: “We have three customers, the active members of the
forces, our beneficiaries whose care has been entrusted to us, and the commands of the

‘ forces.”

e Value proposition is access and quality. It is not cost (i.e. free healthcare is not the value
proposition). :

e All customers are important. Once again she sald “If we are doing our job with our
people, everything else will fall into place.”

e We must measure customer satisfaction with disciplined, quantitative tools and processes.
May include utilization rates and enrollment/disenrollment rates.
Need defensible information. “Don’t kid yourself [that you are doing a good job].”
In the future we may be able to shift effort away from certain needs because science and
technology either removes the need or supports safe and effective self-care.

Interviewee5S :
o Ultimately, most patient satisfaction is derived...derived from the nature of the services
we provide them (thé direct beneficiary).
e We’ll know they’re satisfied when we can deliver a healthy, fit force; force health
protection becomes our banner.




IntervieweelQ

Is there customer segmentation? The segmentation relates more to prioritization of MHS
customers. Are these our customers? Yes

All customers are important, however to protect, sustain and restore the health of the active duty
service members is the primary mission and of utmost importance to our stakeholder.

What would a satisfied customer look like? A fit and healthy service member ready to deploy,
knowing that family members will receive the best health services available while they are away.
What do our customers want from us? High quality heath care services readily available when
needed.

‘How do we know we are delivering? Readiness of the force and health of the force when
deployed. Customer satisfaction obtained through surveys, unit/command and congressional
feedback.

Is there a chance someone else could satisfy the need? Yes, in some instance. However there
are needs, such as operational and deployment health services that can only be reliably
performed by DoD. :

Interviewee7

o Yes. Emphasis has always been appropriately placed on the active duty member.

e Our customers want to get into our system when they need us, be well taken care of, and
be able to do their jobs. Unhindered by physical or mental constraints. Appropriate
clinical and administrative metrics and well-constructed surveys can tell us how we’re
doing it.

« Because of our unique operational requirements, uniformed medical personnel must
deliver our core. “Others” can assist the military members in determined ways.

Doubt it. I see our needs expanding, not contracting.




Financial:
What are the financial considerations?

Interviewee3

We should focus on our entire resources, not just the finances. We usually get a budget -
authorization as well as a personnel authorization, so we do not always have the flexibility to
resource pro_]ects according to our needs. A large value-add is our ability to influence “End-
strength”

Intervieweel :

Our ability to deliver peacetime healthcare is competltlve with the private sector, and we need to
be able to separate out readiness costs from this. The healthcare system for the forces could be
combined and run by a purple suit (one surgeon general). This would help create some
efficiency. The care you give to someone who has been shot should be the same across services.

Interviewee8

Do you have a target...? Yes Want it to grow? As appropriate.

What about your spending levels per person for healthcare? It will be higher than the civilian
norm. Do you know what that is? Not with specificity.

What are the sources of money for your organization? The federal government through 2
distinct revenue streams. How is the number set? Through the PPBS cycle. ’

Are there any opportunities for getting revenue from other sources: Minimal.

How would you measure progress? That would depend on what progress meant. If it means
fiscal efficiency then we would need a related efficiency measure. If we mean is the system fully
funded then we would need a measure related to the number of customers. Future? Yes

Is there too much focus on cost management in this financial model? Only if it focuses on
efficiency to the exclusion of effectiveness.

What could change that would cause a major difference? Change in mission, outsourcing of
MHS functions, interagency shift of programs.

Intervieweel2
e We are not always able to completely identify our budgets
e Spending levels per beneficiary don’t matter; we should be basing success on outcomes
(% with positive outcomes at X cost)
e We need financially accountability and the right measures

A future change that would cause a major difference in our finances would be if veterans
didn’t have to prove service related disabilities

Intervieweel4

Financial goals for MHS are all good as stated. Ihave a target for my budget and I want to see it
grow to reflect inflation and growth I the private sector. Spending per person for healthcare in
DOD is difficult to determine. We know eligibles and we know users but you can elect into the
system at any time. Third party collections are another source of money. Amount is determined
by calculating a percent of what is assumed to be available. Money is potentially available from
MEDICARE, the accrual fund and third party insurance.




Living with the budget and eventually activity based cost are the measures for progress in the
finances. We need more focus on the financial model and at more levels in the organization. A
decrease in budget or the addition of new benefits without additional funding would cause a
major difference in the finances of today and the future.

Intervieweel3

- (cost per bene) no, I've asked that question. ..study is somewhere, someone is working
it...(quizzical tone)

- direct care system and purchased care system better than MTF and downtown
terminology...broader and more accurate -

- open question is which is more effective

- patients vote with their feet and we see some leaving.

- we have no financial measure of performance. :

- this is an organization that makes policy by antedate, not by data

Interviewee9

I agree with the statement offered. Since I am primarily involved in policy issues, my level of
awareness of budget is less detailed than for those more directly involved in operations.
However, the organization could benefit from having budgetary issues be more visible to senior
leaders. Cost management is just one aspect of the financial model needed for the MHS, and
must be preceded by clear definition of mission requirements in order to permit appropriate
application of cost-benefit analysis to the budgeting process.

Intervieweell

1. Our spending levels must be risk adjusted based upon our served population..

2. Out budget target must be realistically indexed to the civilian industry and we must be
appropriately resourced to take care of our human resources. We need to be adjusted
for our readiness missions (non-HMO)

3. There is not too much focus on cost management in this ﬁnanmal model.

4. There needs to be a recognition that there are certain unavoidable inefficiencies built
into our system with a high turnover of in our population of patients and providers
due to contingencies, mobilization/demob.

Interviewee2
-“what” should refer to not only the what, but also the for what (accountability)—clarify wording
-predictable to objectively or rationally derived budgets
-appropriate range for public health doesn’t include any cost for readiness
-capitation drives living within a system (HMO)—Leary of this—too often a cost or service
limiting strategy
--imperfect ways of measuring performance
--efficiency index, not health index (RVU)/person
-money sources—budget DHP, line WRM; other health insurance, ? accrual fund,
grants/research
-expand research/grant opportunities and 3" party b1111ng
-how do you define “progress” related to finance--? Resource management
--matching resources to requirements
--progress visible in predictability—no supplemental
-there is a significant focus—not good at matching resources to requirements




--lack of proper priorities
-major change in resourcing—redirecting focus to direct care system—purchase care as a
supplement to direct care system

--flexibility to cover for deployment costs may cause increase in civilian care costs (lack of
predictability will increase contract costs)

Interviewee4
e Not clear in the statement what is meant by “and be within the appropriate range for
public healthcare.”
e Statement doesn’t address relationship of spending to requirements.
e Need a process for rational prioritization of requirements.
e Current funding seems about right. “Feels like we have money in the bank.”
e Need to improve effectiveness within current funding levels.
L

Question weather spending levels per person is a meaningful measure.
o Readiness vs. direct care
Prevention is a potential opportunity for additional revenue.

Our system should not/does not focus on cost. Instead, we should and do focus firston -
care. ’ ' ‘ ‘

Intervieweel0

Do we have a target for your budget? Yes. Do you want it to grow: There are validated
requirements which are not being met, which could be satisfied with additional funding.
What are the sources of money for your organization? DHP through the Defense appropriation.
How is this number set? Through the PPBS process.

Are there opportunities for getting funding from other sources: No, however there are
opportunities to cost share to reduce direct costs. Such as partnering with the VA to increase
volume and lower per unit or service cost.

How would you measure progress by looking at your finances today? Linking funding to
delivery of specific products or services.

Is there too much focus on cost management in this financial model? No.

What could change that would cause a major difference in your finances of today and in the
future? Change in mission requirements, reduction in military health care infrastructure,
outsourcing of health services, new legislation on federal regulations.

Interviewee7
+ We do have a target based on the PPBS cycle and the POM. 1don’t want it to grow, but
it will.
e Idon’t

o Two separate appropriations. The number is set in the POM.

e Limited at this time, but it’s time to become more entrepreneurial.

e Would look at the spend plan and business plan. Probably will be the same in the future.

e No, and it’s balanced by our clinical management measures.

It already happened on 11 Sep 01. We are now doing business as a military, totally
differently than we did on 10 Sep 01. OPSTempo and PERSTempo are way up; the cost
of fighting terrorism is way up; the use of the Guard and Reserve is way up. Costs of
support for these new efforts can only go up.




Internal-Readiness:
What should be our focus on readzness as it relates to internal processes?

Interviewee3 :
We should focus on the readiness of our medical teams and their planning approach, technology,
and flexible deployment. We are still deploying the way we did 10 years ago, and this needs to
change.

Intervieweel
Reserves must focus on having updated screenings and fast mobilization (dental care for
example must all be up to date)

We should also focus on the utilization of reservist medical teams. They should be prepared for
battle, not doing checkups and screenings while they are doing their 39 days/year.

Intervieweel2

e Under Readiness - “....readiness of both our military forces as well as the medical assets
that support them.”

When it comes to force health protectlon the MHS needs to revolutionize
We are not customer focused if you define the customer as the CINC
The MHS needs to focus on being more joint

We have always had the objectives to do joint operations, but have not been organized to
achieve them

Need to manage research dollars, medlcal doctrine and planning
MHS needs to decide what is important

MHS needs to develop indicators of health outcomes

Human resource is the only one without regular maintenance

Intervieweel3

- READINESS: people in uniform capable of doing the job they are assigned to do and
deployable medical assets ready

- Where do we Focus: under invested intellectually in our readiness mission...may not have
the assets to back up our words :

- Where should we focus: readiness, we need a common vision/plan...what the AF calls Care
in the Air the Army calls Die in the Sky...BG Green’s AE concepts come close to a
transforming plan but like the USMC is good for only 90 days...where is the rest of the plan
for beyond 917

Interviewee9
I agree with the statement offered. I feel that readiness is a product derlvatlve of quahty
healthcare and operational efficiency.

Interviewee2

-themes in general correct—effectiveness or effectiveness and efficiency better than just
efficiency alone

-system is innovative within the system—example AF readiness reengineering (evolutlonary)
-these are the things we must do well




-we are customer sensitive, but need to better measuring

—often tend to be system centered and often concentrate on effects on system, money, turf, etc
-operationally world class

--deployed—yes

--peacetime healthcare benefit—globally yes with consistent size and quality of system, locally
not necessarily at every location or with every procedure ‘
-energy

--in the field—mission accomplishment then resources

--intermediate command—mission and resource balance with other aspects—politics and
other players _

--HQ—politics then resources then other areas and mission

---wasted energy—tension between TMA and Services, organizational structure discussions

(purple suit, MEDCOM-current organization concept is good)—distract from productivity
-need to do—T-nex; clarification/realignment of governance, ensure proper uniform/civilian
balance

Interviewee4
e These are the areas in which we must excel.
e We can make significant improvement in these areas through well managed evolutionary
change.
We are not innovators
We are customer focused
We are operationally world-class
We should focus our energy on mission
o Need to be creative while still focusing on mission

IntervieweeS

o Believe we’ve already revolutionized our business when we stood up the concept of -
Force Health Protection. It turned things around.

e Also believe we’ll have a technology revolution with web-based interactions. This is the
first tool we’ve ever used that increases quality, increases satisfaction, decreases
mistakes, and decreases cost!

Our other business practice changes are more evolutionary primarily through the process of
optimization.

IntervieweelQ

Are these themes the right one? Yes

Are we hoping to revolutionize the MHS or just incrementally make it better/more effective? It
is important to establish strategic objectives which will dramatically enhance the MHS for our
customers and stakeholders, and then develop the incremental goals and objectives which are
measurable and can serve as a guide to achieving the strategic objectives.

In order to meet our customer needs and achieve financial success, are these the things we must
do well? Yes

Are we innovators? Customer focused....etc? We are innovators and we have a very creative and
innovative MHS workforce, the more challenging the environment the more creative they
become. We are working hard to enhance our customer focus both in the delivery of the benefit
in the fixed facilities, in the purchased care network and in theater. We are the world leader in




protecting and providing health services for service members. We need to focus our energy on
continual improvement and identifying opportunities to provide better service and support to
service members, line commanders, family members and retirees.

Interviewee7

Both!

Yes!

We must excel at them all. Access must be simple and patient-focused. Quality must be
outstanding. Fiscal responsibility will drive greater optimization which can result in

greater efficiency. Need to use a different adjective (not “operational”) because

operational has a very well-defined meaning in the military.

o Innovators? Yes!

o Customer-focused? Not nearly enough.

o Operationally world-class? Absolutely!
We focus on the mission and support of it, and that is completely appropriate and in no
need of change.
Yes! Governance for the contracts and much greater need for integration will drive a new
look for our organization...and quickly. This is more “how” we do what we do, than
change in what we do. :
Again, not in “what we do, but in “how” we do it.




Internal-Healthcare:
What should be our focus on quality as it relates to internal processes?

Interviewee3

We should focus on accurately recording and retrieving patient information over the llfe of care.
This will allow us the ability to do better diagnostic and provide better lifetime care. It will also
improve the quality of clinical information

Intervieweel
Interviewee1 noted that the quality of care was good, but the understanding of how to navigate
the system and get the best use of the care needed improvement.

No real concerns about healthcare except that we need to do a better job of tracking and
supporting reservist who get injured while activated. These people tend to get lost in the
healthcare system.

Intervieweel3

- HEALTHCARE: benefit to our beneficiaries that is competitive to anything else pr0v1ded to
the American people..the contract is to provide a good employee benefit

- Story: CNO reports retention is 85% for 1* timers...reason they reenlist is the health
coverage

- Customer focused: NO...mainly lip service. We would not be losing market share if we
were customer focused...NOT patient centered, unable to build trusting relationships
» Practice like the rest of America
= Rotate people too frequently (pt and staff) for bonding

Interviewee9

Quality healthcare supports and is necessary to readlness However, I don’t feel that this
necessarily means that we need to be in the restorative care business (if we are in that business, I
would grant that it should be world-class). Unfortunately, maintaining world-class restorative
care may create diffusion of resources, since I view maintaining readiness and providing
restorative care as two distinct businesses. This is an issue which needs to be addressed.

Interviewee2
-themes in general correct—effectiveness or effectiveness and efficiency better than just
efficiency alone
-system is innovative within the system—example AF readiness reengineering (evolutlonary)
-these are the things we must do well
-we are customer sensitive, but need to better measuring
—often tend to be system centered and often concentrate on effects on system, money, turf, etc
-operationally world class ' :
--deployed—yes
--peacetime healthcare benefit—globally yes with consistent size and quality of system, locally
not necessarily at every location or with every procedure
-energy
--in the field—mission accomplishment then resources



—-intermediate command—mission and tesource balance with other aspects—politics and
other players '
--HQ—politics then resources then other areas and mission
---wasted energy—tension between TMA and Services, organizational structure discussions
(purple suit, MEDCOM-current organization concept is good)—distract from productivity
-need to do—T-nex; clarlﬁcatlon/reahgnment of governance, ensure proper uniform/civilian
balance

Interv‘iewee4
e These are the areas in which we must excel.
e We can make significant 1mprovement in these areas through well managed evolutionary
change.
We are not innovators
We are customer focused
We are operationally world-class
We should focus our energy on mission
o Need to be creative while still focusing on mission

IntervieweelQ

Are these themes the right one? Yes

Are we hoping to revolutionize the MHS or just incrementally make it better/more effective? It
is important to establish strategic objectives which will dramatically enhance the MHS for our
customers and stakeholders, and then develop the incremental goals and objectives which are
measurable and can serve as a guide to achieving the strategic objectives.

In order to meet our customer needs and achieve financial success, are these the things we must
do well? Yes '

Are we innovators? Customer focused....etc? We are innovators and we have a very creative and
innovative MHS workforce, the more challenging the environment the more creative they
become. We are working hard to enhance our customer focus both in the delivery of the benefit
in the fixed facilities, in the purchased care network and in theater. We are the world leader in
protecting and providing health services for service members. We need to focus our energy on
continual improvement and identifying opportunities to provide better service and support to
service members, line commanders, family members and retirees.

Interviewee7
+ Both!
e Yes!

e We must excel at them all. Access must be simple and patient-focused. Quality must be
outstanding. Fiscal responsibility will drive greater optimization which can result in
greater efficiency. Need to use a different adjective (not “operational”) because
operational has a very well-defined meaning in the military.

o Innovators? Yes!
o Customer-focused? Not nearly enough.
o Operationally world-class? Absolutely!

o We focus on the mission and support of it, and that is completely appropriate and in no

need of change.




o Yes! Governance for the contracts and much greater need for integration will drive a new
look for our organization...and quickly. This is more “how” we do what we do, than
change in what we do. :

e Again, not in “what we do, but in “how” we do it.




Internal-Operational Efficiency:
What should be our focus on efficiency as it relates to internal processes?

Interviewee3

We need to look closely at everything we do, and rather than try to “optimize” all of our
activities, there may be certain activities that we decide not to do. We may want to get out of
certain lines of business (such as doing particular surgical procedures in multiple locations). We
could then refocus the freed up resources on optimizing remaining processes.

Intervieweel

The funding for reserves has not been addressed, and since they make up 40% of the population,
and have been used much more frequently over the last 10'years, this is a strategic issue that
should be addressed (Ted’s note: I don’t know if the issue is more prominent in the medical
readiness and healthcare than it is for just traditional funding of the reserve services.) Given the
extensive use of reserves, it begs the question, is there a more efﬁment means of establishing
readiness.

Interviewee8

I would not call this operational efficiency because of the connotations of operational in the
military culture. Operations and operational are what our operator bosses do. It is a term of
military art that business has adapted as it adapted the staff model but the meanings are not the
same.

We can talk about revolutionary change but in reality will incrementally change unless the
overall military system undergoes revolutionary change.

These are the things we must do well.

What areas must we excel at — we must excel at them all. If “we” do these thmgs well, then what
will happen? — is an interestingly phrased question in that it brings up the question of WHAT we
are — separate systems?, joint system? Something in between? Will require definition before any
change will occur.

We are all of these things when v1ewed from some referent oint or another. We must focus our

* energy on our core mission.

The true change that we can undertake is orgamzauonal

Intervieweel4

We are trying for a major transformation in the MHS. We must excel at Force Health Protection
and healthcare delivery for our beneficiaries. We need to get rid of the “old” work (examples not
given). We are innovators and we have the right skills and knowledge. We are lacking in the
organizational structure to execute the transformation and accomplish the mission.

Intervieweel3

- Really a subset of the first two strategic themes and is more how we do them

- DoD plan goes to 05-09 POM so will see some change in the 05 budget in 04 but Surgeons
can be active in the margin and we can set the stage for that in 03 :




- Example: collective agreement and process for doing MTF budgets based upon product1v1ty
within the peace time functions of healthcare
=  Give to the MTF/CC incentives to recapture workload...stop leaks and get money to use
in MTF
» Give to the provider incentive to do more work with work related pay...productivity
incentives would replace current proxies like boards, rank and time ... more money for
more productive practice
= These ideas can be modeled in 03...get data and run some scenarios..this will help us get
from generalities to specifics '
- some would say money is an enabler...I quite firmly think if you want to get somethmg done
you can...it is a matter of priority

Interviewee9 o

I agree with the statement offered. To increase productivity, we have to ehrmnate redundancy,
which may come about as a result of perceptions of Serv1ce-spemﬁc operational needs driving
sometimes inefficient use of resources. We should review our mission and goals for executive
agencies within the MHS (e.g. surveillance, preventive medicine), which have
compartmentalized functions ongoing in separate Services, to ensure appropriate alignment of
missions and improve efficiency. We definitely need a more collaborative approach to meeting
manpower requirements for the MHS.

Intervieweell
1. lack of political will _
2. administration longevity
3. service unique concerns
4. lack of trust
5. risk aversion

We need to decrease our decision cycle, improve our data accuracy, better harmonize the service
requirements, improve interagency coordination/decision making, work the POM and
Congressional processes better and perform better actuarial analysis.

We need a true strategic approach to IT integration. Need to re-engineer business processes to
enable IT and analyze clinical data that will allow us to create an appropriate intervention.

Interviewee2 :
-themes in general correct—effectiveness or effectiveness and efficiency better than just
efficiency alone
-system is innovative within the system—example AF readiness reengineering (evolutionary)
-these are the things we must do well
-we are customer sensitive, but need to better measuring

—often tend to be system centered and often concentrate on effects on system, money, turf, etc
-operationally world class

--deployed—yes

--peacetime healthcare benefit—globally yes with consistent size and quality of system, locally
not necessarily at every location or with every procedure '
-energy

--in the field—mission accomplishment then resources




—-intermediate command—mission and resource balance with other aspects—politics and
other players ‘
--HQ—politics then resources then other areas and mission
---wasted energy—tension between TMA and Services, organizational structure discussions
(purple suit, MEDCOM-current organization concept is good)—distract from productivity
-need to do—T-nex; clarification/realignment of governance, ensure proper uniform/civilian
balance

Intervnewee4
e These are the areas in which we must excel.

e We can make significant improvement in these areas through well managed evolutionary
change.

We are not innovators
We are customer focused
We are operationally world-class
We should focus our energy on mission
o Need to be creative while still focusing on mission

IntervieweelQ

Are these themes the right one? Yes

Are we hoping to revolutionize the MHS or just incrementally make it better/more effective? It
is important to establish strategic objectives which will dramatically enhance the MHS for our
customers and stakeholders, and then develop the incremental goals and objectives which are
measurable and can serve as a guide to achieving the strategic objectives.

In order to meet our customer needs and achieve financial success, are these the things we must
do well? Yes

Are we innovators? Customer focused....etc? We are innovators and we have a very creative and
innovative MHS workforce, the more challenging the environment the more creative they
become. We are working hard to enhance our customer focus both in the delivery of the benefit
in the fixed facilities, in the purchased care network and in theater. We are the world leader in
protecting and providing health services for service members. We need to focus our energy on
continual improvement and identifying opportunities to provide better service and support to
service members, line commanders, family members and retirees. :

Interviewee7
o Both!
e Yes!

e We must excel at them all. Access must be simple and patient-focused. Quality must be
outstanding. Fiscal responsibility will drive greater optimization which can result in
greater efficiency. Need to use a different adjective (not “operational”) because
operational has a very well-defined meamng in the military.

o Innovators? Yes!
o Customer-focused? Not nearly enough.
) Operationally world-class? Absolutely!

e We focus on the mission and support of it, and that is completely appropriate and in no

need of change.




» Yes! Governance for the contracts and much greater need for integration will drive a new
look for our organization...and quickly. This is more “how” we do what we do, than
change in what we do.

¢ Again, not in “what we do, but in “how” we do it.




Learning and Growth (HR & IT):

What system issues relating to our employee growth are key indicators to consider?

Interviewee3

The key here is to improve Sr. Leadership and collaboration across the forces.

We need to create a performance-focused culture with accountability.

In IT, the one place I would invest would be in getting the current systems to communicate with
each other. This needs to happen before we invest in new technologies.

Intervieweel

Intervieweel was very complimentary on the leadership and said the recent combination of
Tricare and HA was a logical step and should contribute to a positive culture.
On the IT side, he said the DEERS system needed updating.

Interviewee8

I would describe the critical enablers as DOTMLPF — doctrine, organization training, materiel,
leadership, people and facilities. These are the traditional military requ1rements for sustainment
of any policy or action.

Intervieweel2
e We need better managers of information — - transparent to user “data that meets their
needs”

& Better communication between services
o Clarity of vision :
o Common understanding of system and each leaders role in it
o MHS understanding of vision, roles and responsibilities of members of the MHS
at all levels

Intervieweel4
Our technology (IM/IT) is not keeping pace with the demands we are placing on our systems.

Intervieweel3 : :

- we need an organization that honors and values skill of people...it is less about pay and more

about how they value their work

an HR organization spends more time worrying about if the jobs are meaningful...MHS shows

no sign of being an HR org.

we have the protoplasm...this is an organization with good servant people committed to the

services (+) but too many disparate sets of instructions that change too frequently and provide

no reward for establishing a vision (-)

- TI'am quite hopeful if we can take some of the cultural artifacts off the table...example Title
X...clear in the charter...SG responsible to HA for the money use and to the Line for the
service provided

- Too much static and you don’t pay attention to other things

- our huge advantage is that the vast majority of the folks we need to get the job done are on
our payroll...not like others where Drs come and go




- the problems we face here are not dissimilar to what is seen in other organization

- on the road to some exciting times...must get to common mission. ..otherwise waste time

- long knives are out there...some think medical care is like cooks...that we can provide the
service via contractors (example of friend who served in Kosovo and had base support
functions provided by a civilian contractor)

-  WEMUST MAKE THE CASE OF WHY WE ARE NOT LIKE COOKS.

Interviewee9

We need a more strategic view of the HR orgamzatlon for the MHS. Unfortunately, we don’t
seem to have an overarching program at present. Rather, it is a fragmented program with ill-
defined strategic goals, with too much tactical (near term) orientation. I do not feel that the MHS
has the key skills and capabilities in the right place to make the necessary changes to bring about
improvement. We need a MHS HR staff. We have innumerable cultural barriers to
implementation of an effective program. I also see a disconnect between the MHS and .
operational forces in the application of manpower to maintaining readiness. We need more
seamless integration of application of our assets in this area. We are often crisis-driven, and lack
consistent HR programs and policies. We need to develop our HR organization more along
corporate model lines.

I note that under “critical enablers for our company”, we are missing any mentlon of
people! Our personnel are our most important weapons system, and deserve at least the same
level of attention as other weapon systems. Unfortunately, we often take our peoplé for granted.

IT infrastructure today is inadequate. Effective management of the MHS demands
comprehensive, real time information support. We need rapid improvement in this area.

Intervieweell

1. Agree that these are the critical enablers for our company.

2. Need to commit to excellence in both clinical and technical expert1se Need to
develop our leaders with both business acumen and clinical expertise.

3. Need to school our leaders in evaluative clinical science applied to our demographlcs

4. We need to recognize our changing demographics, i.e. develop a career track so that
women can take time off to have babies and still come back and maintain a career..
We need to be mindful of the changing civilian industrial environment.

5. The supporting technology is not quite in place. We need to have a better interface
between user and the science.

Interviewee2
-poor definition/articulation of enablers

--what do strategic skills and strategic awareness mean, no mention of financial management
or managed care skill
-need appropriate training and leadership development—training, experience, and broad
exposure
-key to understanding and honoring the importance of the military culture—problem if if civilian
leadership does not understand the importance of military culture, or the impact if it is ignored

--same problem between services but to lesser degree

--doctrine drives culture
-supporting technology is only partially in place

—-greatest failure of resources invested vs. capabilities derived

-- multiple delayed implementations



--greatest opportunity for progress

Interviewee4
e (Critical enablers:
o Not clear what is meant by “Strategic Skills”
o Change “Leadership” to “Leadership Development”
© Add “Organizational Development”
* Need to develop the skills of teams working together to accomplish
. organizational goals.
e HR
o Wedo a good job with training and professional development of rmhtary
personnel
o We do not do a good job with training and professional development of civilian
personnel
o Need to be careful not to contract out activities and skills that are critical to
government operations

* Should not get too reliant on contracts

= Need to carefully identify things that are inherently government and
allocate government HR to those activities.

* Example: Tri-West partnership with VA should have been done by the
government. There was no reason why we should have been reliant on the
contractor to do that.

¢ Information Technology
o Going in the right direction
o Need to strike the right balance between central and local IT development

= Centrally develop to support common requirements and business
processes

* Acknowledge that some requirements are locally unique

o Cannot afford to squander resources (need to ensure our development efforts are
producing the biggest benefit for the dollars invested).
o May not be adequately resourced compared to industry.

Interviewee5s
.0 Believe we have the abilities across the MHS, but all the skills are not; however
- these skills are obtainable and need to be made available.

O There is not better talent pool than the one that exists amongst our outstanding’
personnel.
0 We come from a conscript culture where we obey the rules, even to the point of

“malicious compliance” at times. Yet we’ve already made significant improvement
in this area. “Self talk” is important and works.

Architecture '
» Think we’ve got it about right.
e There are two hard parts:
We need to turn to our markets and make them the/our" centerpiece.




We need to really understand what we’re doing (or not doing) to change our
incentives to get what we want. We need to give to the field the metrics and
correct incentives we need to reach our goals. That’s where the work is done.

IntervieweelQ

Describe the nature of the HR organization: Human resource management is an important
challenge-with each service managing resources in accordance with service policy, while
pursuing the delivery of equally outstanding health care service. Given the rapidly changing
world of health care delivery and management, coupled with the DoD deployment/operational
medicine mission a high performing well trained staff is a critical element to MHS organizational
success _

Are the key skills and capabilities in place to meet the challenge? Not in all areas.

Are there any cultural issues/barriers that need to be addressed? We must continue to identify
opportunities to work together and employ common and integrated solutions to meet our HR
challenges.

Is supporting technology in place: Supporting medical and information technology is not in place
for all requirements. Is moving in the right direction. It is important that the technology
investment decisions be based on approved mission requirements. To support common business
practices and optimize investment it is important to pursue standard information and medical
technology solutions for the MHS.

Interviewee7
¢ (Not sure I understand what this question means.)
o For the most part. What is needed is a cogent way to communicate/coordinate across
venues.
o Culture is areal key" There are different cultures between HA/TMA and the Services,
among the Services themselves, and between the military and our civilian contractors and

counterparts. »
o Ibelieve most of it is. That which may not be immediately available can most likely be
obtained.
Architecture:

» The overall architecture seems quite good to me. Only slight changes need to be
considered for change; i.e., changing the word “operational” to something else; deﬁmng
our stakeholder more tightly (DoD).




Appendix C
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Appendix E




- Military Health System
Strategic Plan

Mission

To enhance DoD and our Nation’s security by providing health
support for the full range of military operations and sustaining the
health of all those entrusted to our care

Vision

A world-class health system that supports the military mission by
fostering, protecting, sustaining and restoring health

September 2002




N
L

TRICARE

Goals

Improve service to external customers: Our customers are
the Armed Forces and all those entrusted to our care.

Enhance financial stewardship: Accomplish our mission in
- a cost effective manner that is visible and fully
accountable.

Improve Readiness: Focus on activities to enhance
readiness of military forces and the medical assets that
support them.

Improve Quality: Ensure benchmark standards for health
and health care are met.

Improve Efficiency: Obtain maximum effectiveness from
the resources we are given.

Value our internal customers and leverage technology:
Our people and our support systems are critical to giving
us the capabilities to execute on all we set out to achieve.



Methodology

The Military Health System (MHS) strategic plan was developed using the
Balanced Scorecard (BSC) approach. The BSC was developed in the 1990’ by
Drs. Robert Kaplan (Harvard Business School) and David Norton (Renaissance
Solutions, Inc.). The BSC is an organizational framework and tool for describing,
implementing, and managing strategy at all levels of an organization. Simply
stated, the BSC is a technique to translate an organization’s strategy into terms that
can be easily understood, communicated, and acted upon. The BSC suggests we
view the organization from a series of perspectives (Customer, Internal Business
Process, Learning & Growth, External Customer and Financial), and to develop
metrics, collect data and analyze it relative to each of these perspectives. The BSC
describes the vision of the future for the entire organization.

A copy of the MHS Strategy Map and MHS strategy architecture can be found at
appendix 1 and 2 respectively. The MHS strategy map displays those objectives
the Leadership Team (described below) feels are critical to accomplishing the
MHS mission. The MHS strategy architecture provides further definition to each
perspective.

The leadership team included the ASD(HA), PASD(HA), DASDs(HA), three
Service Surgeons General, J-4 Medical Representative, Reserve Affairs Medical
Representative, and the MHS Chief Information Officer. The leadership team was
responsible for reviewing and approving each part of the strategic plan
development. A core team comprised of the Deputy Surgeons General and other
key staff invested significant time in developing the goals and objectives contained
within this plan. It represents a collaborative effort to move the Military Health
System (MHS) in a new direction by creating a culture of transformation.

To support the integration and alignment of the MHS Strategic Plan within the
MHS, a strategic planning “Eagles Group” has been created to work issues related
to the items listed below. Membership includes a representative from each
Service, HA/TMA.

Ongoing strategic/business plan

Mapping current working groups to strategy
Metric consolidation

Education and communication

Alignment




e Possible impediments
o Enablers

Goals, objectives, measurements, and targets are contained within this document.
A few of the targets are being refined by the process owners and will be presented
to the Leadership Team for approval.

Assumptions

This plan represents a time span of six years (current + five). Within the objectives
are focused measurements that are intended to drive a change in MHS performance
and where applicable, measurements from the performance contract (compliance
measures) are included. More detailed information on the performance contract
measurements can be found at appendix 3. The development process assumed the
MHS would have an executable budget for the time span covered under this
document. A non-executable budget or a large scale sustained deployment of
medical assets would significantly impact our ability to execute this plan.

Communication/Education

Health Affairs has established a strategic planning website, containing our
balanced scorecard, architecture, and a briefing of MHS strategic planning. The
briefing will describe the balance scorecard approach as well as describe the MHS
scorecard.

Since each Service approaches strategic planning differently, they will internally-
communicate the MHS BSC to the degree they feel is necessary to support MHS
strategic planning. This is necessary since the Services must also incorporate
Service specific strategic planning requirements. Health Affairs will be
responsible for communication of the MHS BSC to HA/TMA personnel and other
DoD or federal agencies who may be interested.

Communication to HA/TMA personnel will be accomplished at forums like the
“all hand” meeting, directors, meeting, and upon request. Communication to
outside agencies will be accomplished through the Health Affairs website, tri-folds
and any other avenue deemed appropriate by the ASD(HA).




Evaluation Process

e Meetings. As previously stated, this planning process involved a significant
investment of time on the part of both the leadership and core teams. In
order not to lose the momentum created over the development process,
quarterly leadership team meetings will be held to evaluate the progress
made towards established targets.

e Measures Reporting. Leadership Team members will be provided a quarterly
report providing progress made towards established goals and initiatives.
An example of the reporting format can be found at appendix 4. An annual
report will detail the progress made towards objectives.

Strategic Plan Format

There are five perspectives within this plan. Contained within these perspectives
are the objectives that were approved by the MHS Leadership Team.

e Learning and Growth Perspective — the leadership team felt it was important
to retain and develop our people and to provide them the technology and
systems they need to accomplish their jobs. This can best be done by
leveraging the benefits we achieve by working jointly.

e Internal Perspective

o Readiness Theme — we must have a medical ready total force and a
ready medical force.

o Quality Theme — we must improve the health outcomes (both
restorative and preventive), increase patient centered focus and
improve the safety of our patients.

o Efficiency Theme — to improve efficiency, we must know our
requirements and prioritize them. We must enhance the productivity
of our system and improve our interoperability with our partners, both

. federal and private.

e External Customer Perspective — our customers want a fit and healthy force
and quality care anywhere our beneficiaries may need it, but with increased
customer service. We must also improve the health of our communities.




e Financial Perspective — we must determine and account for our readiness
costs, continue to optimize the stewardship of our resources, and fight for
the resources necessary to accomplish our mission.

e Stakeholder Perspective — our stakeholders demand that we provide health

support for the full range of military operations and sustain the health of all
those entrusted to our care.

Within each perspective, a table outlines the objectives, measures, targets and
initiatives. Information describing each objective can be found below the table.

Strategic Alignment

Each of the three Services and HA/TMA performed a strategic alignment to show

how current strategic, business, and performance plans aligned with the MHS
scorecard.




ngrning & Growth Perspective

Patient/provider
Leverage Recruit, retain, focused information Enhance
science and and develop systems which jointmess
technology personnel

S5 eI SR SR aa

L&G-1: Leverage science and | % of R&D projects appropriately -Bring metric resulits to attention of TARA Chairs

technology tied to strategic objectives and develop method to make them aware of MHS
: strategic objectives.

-Define what we are trying to accomplish (define,

link, communicate)

L&G-2: Recruit, retain, and -Fill rate (selected specialties) -95% (critical -Energize / resource ULB team to push incentives

develop personnel -Employee Satisfaction (unified shortages) -Develop MHS program for recruitment and
survey) -TBD retention (potentially identifying policy issues and

changes)

L&G-3: Patient/provider -% of patient encounters -100% -Conduct limited deployment of the CHCS Il system

focused information systems documented in the CHCSII system

which enhance capability -Number of online appointments -7.5 million Appts | -Deploy TRICARE online

L&G-4: Enhance Jointness — # of unfilled MHS billets where Zero -[r)l::elop ;Il'ri-Servioebfrc;on%ss for inter-Service resource

imize other service overages exist sharing where possible and appropriate
op 11 the way that we Create a Task Force to make recommendations with
assign resources milestones and plans to focus on Educational

Experience, How we use flags, etc

» L&G-1: Leverage science and technology. This objective captures the
areas of science and technology that are unique to the military medical
mission or will enhance our ability to carry out our mission. The intent of
this objective is for the MHS to take a leadership role in military medical
research and development. A group will be formed and tasked with the

 responsibility of defining the scope of military medicine research and
development, build a MHS vision, inventory the current research and
development initiatives throughout the MHS and recommend prioritized
requirements to the Senior Military Medical Advisory Council (SMMAC).

o L&G-2: Recruit, retain, and develop personnel. This objective includes
the total force. The continuing education of senior MHS leadership is also
contained within this objective as is the career development of all MHS
personnel--military and civilian.

» L&G 3: Patient/provider focused information systems which enhance
capability. This objective includes those systems that will support the MHS
in meeting the other objectives contacted within our strategy. Since the
implementation of CHCSII is vital to the success of the MHS, it was chosen




as the focus of this objective. TRICARE Online was added due to its
potential to increase customer satisfaction.

» L&G-4: Enhance jointness. The intent is to create a culture of joint
planning, training, and execution whenever possible. The focus of this

objective will be on the sharing of personnel where appropriate.

Readiness Theme

Provide a
medically ready
total force

Provide a ready
medical capability

R-1: Provide a medically | -Individual medical readiness | +80% of personnel -Develop, implement, and monitor

ready total force + Adequate (meets service :eepc::f; llyreadyto | individual medical readiness to deploy

regulations for deployability) | 609 of personnel indicators
+ Optimal (deployable medically ready to :De.v_elop, implgment, apd monitor
without medical intervention) | deploy ]ng!w(iual lfnedGlcaI rl:ad:;\;ss to deploy
-% completeness individual jﬁﬁ/‘égifnﬁgf:te indicators for Guard and feserve
database entries -Implemept an lntegrated, comprehensive
DoD medical surveillance system

R-2: Provide a ready -% SORTS reportable -85 % of on-hand -Ensure policy development and financial

medical capability OPLAN-tasked medical units ;SSSS;ZC"’" execute | influence supports OPLAN taskings
reporting C1 or C2 -Define common core medical
-% requirements defined -90% defined requirements for joint medical response

operations, including related training,
equipment and exercise standards

e R-1:Provide a Medically ready total force. This objective includes the
total force; active, Guard and Reserve. This objective includes the
responsibility on the part of the MHS to translate science into quality
medical policy that is embraced by the force commanders and individuals
within the armed forces. This objective acknowledges we are not the only
parties responsible for delivering a fit and healthy, medically protected
force. There are individual and command responsibilities; however, we will
do our part to enhance force protection. This includes the health assessment
of all military personnel, periodic monitoring their health status, surveillance
for environmental/occupational health hazards and for medical outcomes,
and providing both preventive and therapeutic health care services.

« R-2: Provide a ready medical capability. This objective includes the total
force of active, Guard and Reserve. Also includes both personnel as well as




equipment platforms. This capability must be deployable, timely, and
- sustainable in order to meet the needs of our customers.

Internal Pers;

ecti

Quality Theme

Increase patient-

centered focus

Improve health
outcomes

Q-1: Improve patient
safety

# of near misses (good
catches) divided by total
reported cases

TBD (no
civilian
benchmark
available)

-Establish a process to share results of aggregate
data analysis of near misses and actual events with
both leadership and the field

-Purchase and deploy Taproot across MHS

-Link MedMARX between facilities and across
services

Q-2: Increase patient-
centered focus

- Satisfaction with encounter

- Access (ease of getting an
appointment)

90% (satisfied),
50% (hi satisfied)
80th percentile for
civilian plans
(MHS phone
access—internal
std)

-Establish process to examine benchmark
organizations to (and) share successful
techniques and ideas with leadership and the
field.

-Be the provider of choice for OB Services

-Implement Access to Care OIPT
recommendations.

Q-3: Improve health
outcomes

# preventable admissions

Create a self
benchmark

Establish a process to evaluate data and determine
causes of any significant differences (positive or
negative) between MHS and benchmark data

* Q -1: Improve patient safety. This objective includes risk management
and patient safety education. Though patient safety is not a new issue, the
use of near misses and sentential events in managing this program is not well
established. Despite the fact that civilian benchmarks have not yet been
established, the MHS should be on the cutting edge of data collection and

analysis.

e (-2: Increase patient-centered focus. The purpose of this objective is to
put our patients at the center of everything we do. The financial incentive
that once existed to use the direct care system is no longer present. In many
cases, patients experience little, if any, out of pocket costs for obtaining care
from a civilian provider. Superior patient-focused service must be our
strategy for making the direct care system their provider of choice. Since
the satisfaction with a health encounter begins with accessing the system,

that is where the MHS will focus.

¢ Q-3: Improve health outcomes. The focus of this objective is population
health. Our measure here is likely to reflect both access to the healthcare




system and the effectiveness of ambulatory and restorative care, each of
which are elements of determining population health.

Internal Perspective: Efficiency Theme

Improve
interoperability with

Identify &
prioritize
requirements

Enhance system
productivity

partners

E-1: Improve -Number of Sharing Agreements | TBD -Increase VA-DoD sharing agreements.
interoperability | VA-DoD i ol
with partners -Joint Procurement Dollars $100Mil Fyoz | “nerease VA-DoD joint procurement dolars.
E-2: Enhance -RVU per FTE =toor>25 -Develop, implement, and monitor provider
. o . ilability, RVU/FTE and rt staff/facili
System. _ -Clinical availability of provider =to or > 80% :Z:[pibnl ';{andards‘ and support staff/facility
Productivity -Hospital occupancy rate =10 or > 80% -Develop defined methodology and thresholds and
| i = monitor hospital occupancy and inpatient admission
Déys per 1000 bensficiaries or <195 rates of MHS. Adopt bed counting methodology
-Prime Leakage =to or < 30% (e.g., CMS)
-Cost/RVU TBD -Develop methodology to assess prime leakage

-Develop methodology and monitor cost of both
direct and private sector care for MTF enrollees.

E-3 Identify & PA&E Study (completion of study | Staff and fund 100% | Respond to PA&E Study by developing a
prioritize and establish measures) ?;;‘éis:g:g methodology to staff and fund all justified
requirements requirements readiness requirements

 E-1: Improve interoperability with partners. This objective includes all
our private sector partners as well as our federal partners. Based on the
preliminary recommendations of the Presidential Task Force to Improve
Health Care Delivery for Our Nation’s Veterans, the relationship between
DoD and Veterans Administration was selected as the focus of this
objective. Included in the performance contract is a measure of our success
with our claims processing partners.

» E-2: Enhance system productivity. The intent of this objective is to focus
on the productivity of the system as a whole. The focus of this objective in
the near term is to improve the efficiency of the direct care system.

o E-3:Identify and prioritize requirements. The intent of this objective is to
make all requirements in the MHS visible (built from the ground up) and
prioritized. The core team proposed and the leadership team agreed that no
measures for this objective should be established until the PA&E study



(currently scheduled for release in November 2002), is available. The
PA&E study will be used to drive the measures and initiatives within this
objective.

Customer Perspective

Deliver a fit, Belve Lok
healthy, and eliver hig Improve Build healthy
medically protected quality care customer communities
’ anywhere service

C-1: Deliver a fit, See R-1 See R-1 See R-1

healthy, and medically

protected force

C-2: Deliver high Industry-Based Quality Outcome -9 of the 9 metrics | -implement TRICARE Global Remote overseas
Measures meet target healthcare contract

quahty care anywhere ~Clinical Quality Forum will develop and present a

plan to improve the 9 quality measures
-implement Clinical Practice Guidelines across the
MHS (90% of MTFs will implement the first 5 CPGs)

-3 Satisfaction with Health Plan 65% (Civilian 80 -Increase electronic submission of claims
C-3: Improve customer
service percentile) -Improve customer relations management strategy via
(21.2% Hi-Sat) T-Nex and new TIC contract
. i Population health 2010 metrics Meet 9 of 9 -The Population Health Team will develop and
C-4: Build healthy
co unities metrics present a ptan to improve the 9 PHI metrics

-Develop web-based population health support center

* C-1: Deliver a fit, healthy, and medically protected force. This objective
acknowledges we are not the only parties responsible for delivering a fit and
healthy, medically protected force. There are individual and command
responsibilities; however, we will do our part to enhance force protection.
The focus of this objective is to provide force commanders with information
on the medical readiness of the force.

e (C-2: Deliver high quality care anywhere. This objective includes the
direct care system, care for our forces when they are deployed, and all our
partners whether contract, federal or foreign national.

e (C-3: Improve customer service. In recent years, Congress has provided
increased options for our beneficiaries. Our beneficiaries now have
increased power to vote with their feet, and the MHS must be more

‘responsive to customer needs. Make the MHS the system of choice for our
beneficiaries.




e C-4: Build healthy communities. This objective goes beyond restorative
care and speaks to the need to institutionalize population health within the
MHS.

Financial Perspecti

Determine and

account for

Obtain appropriate
resources

readiness costs

Optimize
stewardship of
IEeSOurces

-Cost of Readiness Identify specific readiness related costs and
account for readiness resolve any disconnects between the top down
costs and bottom up review of financial data and

respond to PA&E Study.
F-2: Obtain -% of DHP budget growth within -Annual growth DHP -Identify health care resource requirements
appropriate accepted national healthcare aligns Yv/ Annual Growth based. on historic trends and industry forecasts

. . . . of Medical consumer to assist budget development.
resources inflationary index . .

i Price Index (MCPI) -Develop methodology and provide report of

- real property life-cycle -Bidg 30 Years, Maj MHS facilities and equipment replacement

maintenance and capital Equip 7-10 Years, Minor | timelines consistent with health care industry

equipment maintenance Equip 3-5 Years benchmarks.
F-3: Optimize -Healthcare Efficiency of the TBD
stewardship of MHS ($ output/ $ input) Increase the care/cost ratio of MHS and DCS
resources -Healthcare Efficiency of the TBD

Direct Care System ($ direct care

output/ $ direct care input)

e F-1: Determine and account for readiness costs. The intent of this
objective is to get visibility over all readiness costs to include Guard and
Reserve and then appropriately account for how those dollars are spent.
Since a significant portion of the readiness costs are not contained within the
DHP, this will require a coordinated effort with our line counterparts.

 F-2: Obtain appropriate resources. Once requirements have been
identified and prioritized, it is the MHS senior leaderships' responsibility to
make the case for obtaining the appropriate resources to support the MHS
mission.

 F-3: Optimize stewardship of resources. This objective includes both the
direct care system and private sector care. The intent of this objective is to
provide visibility and accountability of all MHS resources.




To enhance DoD and our Nation’s security
by providing health support for the full
range of military operations and sustaining
the health of all those entrusted to our care

24 star Produce a validation document for service

S-1: To enhance DoD and JCS satisfaction with

our Nation’s security by medical support endorsement of | chief signature
providing health support for medical

the full range of military program

operations and sustaining
the health of all those
entrusted to our care

* S-1: To enhance DoD and our Nation’s security by providing health
support for the full range of military operations and sustaining the
health of all those entrusted to our care.
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Performance Contract
Between
Defense Resources Board
and
Assistant Secretary of Defense (Health Affairs)
FY 2003-2008

I. Introduction

Preamble. This contract is between the Defense Resources Board (DRB) and the
Assistant Secretary of Defense, Health Affairs (ASD(HA)) along with the Army, Navy
and Air Force Assistant Secretaries for Manpower and Reserve Affairs. Its purpose is to
articulate expectations for the performance of the Defense Health Program (DHP) from
FY 2003 through FY 2008. Nothing in this contract is intended to alter the basic mission,
operations, authority, or reporting chain of the ASD(HA) or the Military Departments.
The Under Secretary of Defense, Personnel and Readiness (USD(P&R)), as the principal
staff assistant (PSA) for the DHP, is the agent of the Deputy Secretary of Defense
responsible for implementation of the contract and for all direction associated with its
implementation. The PSA is responsible for all direction stemming from DRB reviews of
the program’s performance against the contract targets.

The standards and goals in this contract were based on the assumption that the DHP will
continue operations in an overall peacetime environment with a likelihood of providing
support for peacekeeping, humanitarian, and contingency operations at levels similar to
those in recent years. Given the terrorist act of September 11, 2001 and the activities that
will follow, some of these assumptions are subject to change. It is the responsibility of
the ASD(HA) to notify the DRB promptly, through the USD(P&R), if changing
conditions make any terms of this contract impossible or impractical to fulfill. The
ASD(HA) will propose modifications, as necessary, to accommodate direction from the
Secretary or Deputy Secretary of Defense.

Product Lines and Customers. The ASD(HA) is charged with the operation of the
Defense Health Program and serves as principal advisor to the Secretary of Defense for
medical and health affairs. As such, the ASD(HA) has direct operational responsibilities
as well as oversight responsibilities in areas where operational responsibilities are held by
others.

For the purposes of this contract, the major product line of the DHP is Medical and
Dental Care. '

Medical and Dental Care. The provision of health care consumes the vast bulk
of the DHP’s resources. Health care is provided in military treatment facilities (MTFs)

Appendix 3




operated by the Department of Defense (DoD); through TRICARE managed care support
contracts; and in the form of other health care purchased by the DHP (principally care
provided in the former public health hospitals, known as designated providers, and care
purchased in civilian facilities for active-duty personnel). These sources of care are
collectively referred to as the Military Health System (MHS).

Customers for health care include the military departments and the individual
beneficiaries themselves. A primary component of the health care mission for active duty
personnel is medical readiness, where the ASD(HA) is charged with maintaining a fit and
healthy active-duty force and ensuring the deployability of all medical units. The
customers are the military departments and the unified commanders. In addition to the
medical and dental care provided to active-duty personnel, the military departments have
an interest in the health care received by active-duty dependents, to the extent that family
matters affect the morale and performance of active-duty personnel. The medical and
dental care benefit is also valued by the eligible beneficiaries.

Relationship to DHP Strategic Plan. This contract is consistent with the strategic plan
for the DHP, entitled the Military Health System Strategic Plan, which stresses the
importance of readiness, quality health care, and training.

II. Business Area Performance Standards

BUSINESS AREA: MEDICAL AND DENTAL CARE

The ASD(HA) has projected workload and resources for the provision of health care for
FY 2003-2008 as shown below’.

Defense Health Program—Workload & Resources

TS FY01 FY02 FY03 FY04 FY05 FY06 FY07
DHP Funded ($M) . 14,36220,672 14,413 15,011 15,592 16,057 16,516
Beneficiaries (000) | 8,149 8,158 8,173 8201 8233 8264 8,264

Historically, the DHP measured the allocated cost per user. However, the expansion of
eligibility for TRICARE for Medicare eligible beneficiaries in FY 2002, as well as the
establishment of an accrual fund to pay for this expansion in FY2003, make this
particular metric meaningless.

! The FY 2000 National Defense Authorization Act expanded TRICARE benefits to Medicare-eligible
retirees effective FY 2002 and directed the establishment of an accrual fund to pay for the new benefit
beginning in FY 2003.




Unit Cost and Productivity Metrics

In FY 2003, the number of Work Relative Value Unit visits per Full-time Equivalent
(FTE) provider per 8-hour day in US military primary care clinics shall exceed 13.4,
the FYO1 result was 13.3. (Note: Nurse Practitioner and Physician Assistant FTEs
will be counted as a .75 provider FTE.)

Data Source: All Region Server (SADR) and EASIV Report Frequency:

Quarterly

2.

In FY 2003, the total number of Primary Care and Specialist Work Relative Value
Unit visits seen in military clinics shall exceed 33 million, in FYO0O there were 30.5
million, and in FY01 32.4 million

Data Source: All Region Server (SADR) Report Frequency: Quarterly

In FY 2003, the percentage of MHS visits delivered in the direct care system within
United States catchment and clinic areas for beneficiaries under 65 shall exceed 74%
percent. The FY 1999 marketshare was 80 percent, the FY 2000 marketshare was 79
percent, and the FY 2001 estimate is 77 percent.

Data Source: All Region Server (WWR, HCSR) Report Frequency: Quarterly

In FY 2003, the total number of Relative Weighted Product adjusted dispositions seen
in military hospitals shall exceed 246 thousand, in FY 2000 there were 268 thousand,
and in FY 2001 there were 253 thousand.

Data Source: All Region Server (SIDR) Report Frequency: Quarterly

In FY 2003, the percentage of MHS Relative Weighted Product adjusted dispositions
delivered in the direct care system within United States catchment areas for
beneficiaries under 65 shall exceed 64 percent. The FY 1999 marketshare was 70
percent, the FY 2000 marketshare was 69 percent, and the FY 2001 estimate is 67
percent.

Data Source: All Region Server (SIDR, HCSR) Report Frequency: Quarterly

In FY2003, the number of bed days per 1000 enrollees under age 65 (excluding
newborns, mental health and substance abuse) shall not exceed 216. The FY 1999
rate was 199, the FY2000 rate was 202, and the FY2001 estimate is 216.

Data Source: All Region Server (SIDR,HCSR,DEERS) Report Frequency: Annual

In FY 2003, the cost of purchased care services within United States catchment areas
for beneficiaries under 65 shall not exceed $1.68 billion. The FY 1999 cost was $1.0
billion, the FY 2000 cost was $1.1 billion, and the FY2001 projection is $1.2 billion.
Data Source: All Region Server (SIDR, HCSR) Report Frequency: Quarterly




Terms and Conditions: The values for each of the Service Departments can be
found in the Appendix 1, along with the description of the metric. Where possible
the metrics follow the MHS Executive Report measures, and will be reviewed for
appropriateness by a metric oversight group, established by the ASD(HA).
Historically, the MHS measured visits with no adjustments for the intensity of those
visits. The introduction of Standard Ambulatory Data Records with clinical
information now allows for adjusting those visits using Relative Value Units
(RVUs) based on Center for Medicare and Medicaid Services (CMS) developed
methodology. Visit Market Share goals for FY 2003 were based on results from
first two quarters in FY 2002, and may be adjusted to a RVU weighted market share
when RVUs are available in the purchased care data. Primary care clinics as
defined for metric 1 can be found in Appendix 1. Purchased Care data is projected
to completion for metrics 3, 5, 6, and 7. Workload metrics for the direct care
system assume stability of personnel. Actual endstrengths as well as availability of
personnel for work in MTFs will be monitored quarterly and adjustments in these
goals may be necessary. Purchased care cost increase is based on a 12% program
and inflation increase over the FY 2002 goal.

Quality and Customer Responsiveness Metrics

1. In FY 2003, the ASD(HA) shall ensure that the average grid score awarded to DoD
MTTFs by the Joint Commission on Accreditation of Healthcare Organizations (JCAHO)
is higher than the civilian average. The average grid score for all MTFs accredited
during FY 1999 was 95.2 with civilian average of 90.7, FY 2000 was 94.4, and FY2001
was 92.6.

Data Source: JCAHO _ Report Frequency: Annual

2. In FY 2003, satisfaction ratings of care received in military treatment facilities, reported
quarterly, shall achieve 90 percent or greater. The FY 1999 actual was 88.8 percent, the
FY 2000 actual was 89.2 percent, and the FY2001 actual was 88.5 percent.

Data Source: Customer Satisfaction Survey Report Frequency: Quarterly

3. In FY 2003, the number of DoD beneficiaries delighted with their health plan shall
exceed the civilian average (54 in FY01). The FY 2001 MHS actual was 43.
Data Source: Health Care Survey of DoD Beneficiaries Report Frequency: Quarterly

4. In FY 2003, the number of TRICARE Prime enrollees (excluding TRICARE Plus)
within the United States will exceed 3.74 million. At the end of FY 1999, there were
2.84 million enrollees, at the end of FY 2000 there were 3.51 million enrollees, and at
the end of FY 2001 there were 3.58 million enrollees.

Data Source: All Region Server (DEERS) Report Frequency: Quarterly




5. In FY 2003, a Diagnosis Related Group (DRG) weighted index of conditions that need
not result in admission to hospitals shall not exceed 1.6 relative weighted products
(RWPs) per 1,000 active-duty personnel or 7.0 RWPs per 1,000 non-active duty
enrollees. The active duty rate for FY 1999 was 1.7 per 1000, FY 2000 1.8 per 1000, and
FY2001 1.8 per 1000. The non-active duty enrollee rate for FY 1999 was 7.5 per 1000,
FY 2000 rate was 7.5 per 1000, and the FY2001 rate was 6.8 per 1000.

Data Source: All Region Server (SIDR, HCSR, DEERS) Report Frequency: Annual

Terms and conditions: The values for each of the Service Departments can be
found in the Appendix 1, along with the description of the metric. The current list of
preventable admissions for active-duty personnel and active-duty family members is
presented at Appendix 1. Where possible the metrics follow the MHS Executive Report
measures, and are being reviewed by a metric oversight group for appropriateness. Note:
All measures from the Monthly Customer Satisfaction Survey are based on old
sampling methodology, and as a result goals may need to be adjusted once data is
available. Additionally, a new survey instrument is currently being investigated, and if
this new instrument is selected, new goals will need to be established.

Access Metrics

1. In FY 2003, 83 percent of prime enrollees shall report satisfaction rates of at least
“good” regarding ease of making appointments by phone. The FY 1999 satisfaction
rate was 83 percent, FY 2000 was 82 percent, and FY 2001 was 82 percent.

Data Source: Customer Satisfaction Survey (MHSES) Report Frequency: Quarterly

2. In FY 2003, the percentage of “clean” claims processed within 30 days within each
region shall meet or exceed 95 percent. The FY 1999 actual was 85 percent, the FY
2000 actual was 97 percent, and the FY 2001 actual was 98 percent.

Data Source: Contractor Reports (MHSES) Report Frequency: Quarterly

Terms and Conditions: The values for each of the Service Departments can be
found in the Appendix 1, along with the description of the metric. Where possible
the metrics follow the MHS Executive Report measures, and are being reviewed
by a metric oversight group for appropriateness.




Population Health Performance Metric

1. In FY 2002, the Healthy People 2010 index of public health function performance shall
be at least 71.0. The baseline for FY99 was 66.6 and for FY00 was 70.6.

Data Source: Health Care Survey of DOD Beneficiaries, SIDR Report Frequency:
Annual

Terms and Conditions: Many components of the public health metric are beyond the
scope of DHP control. The ASD(HA) serves as the “public health champion.” For the
public health areas not directly under the control of the ASD (HA), performance will be
judged on oversight and advocacy of the military services' role in promoting health
lifestyles and public health. Goals from Healthy People 2010 are presented in Appendix
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